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The annual meeting of shareholders 

will be held Thursday, April 18, 1974, 
starting at 10:30 a.m., on the second 
floor at 80 Maiden Lane, New York, N.Y. 
We sincerely invite you to attend. 


A supplement to this report, incorporating 
additional information and financial data 
on The Continental Corporation and its 
subsidiaries, is available. You may obtain 
a copy by writing to the Public Relations 
Department, The Continental Corporation, 
80 Maiden Lane, New York, N.Y. 10038 


HE CONTINENTAL CORPORATION is the 

parent company of one of the nation’s 

largest diversified financial organizations. 

Its most extensive subsidiary operations 
are The Continental Insurance Companies, the well-known 
property and casualty insurers, and Diners Club. 
Other subsidiaries are in related areas of insurance—life, : 
accident and health, title, marine and aviation— 
reinsurance, foreign insurance, underwriting management 
for foreign insurers operating in the United States, claims 
and loss adjustment, business systems, data processing, 
premium financing, automobile and consumer finance. 


During 1973, Fortune listed The Continental Corporation 

sixth among diversified financial companies on the 

basis of assets. In the Forbes list of the 500 largest U.S. 

corporations, Continental was rated 54th in terms of 

total assets, and also in profits. Forbes computed | 
_Continental’s annualized growth rate in earnings, 

over the past five years, at 15.9%, placing it 93rd in all 

of American industry. 2 


Continental’s record of uninterrupted cash dividend payments 
since 1853 is one of the longest of all U.S. companies. 
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Year ended December 31 


nove 


1973 


(000 omitted) 


$1,580,512 
168,687 
48,564 
120,123 
6,532 


4,432,316 
1,482,909 


4.72 
.28 
55.28 


4.36 
.24 
53.82 


$ 1,652,014 
162,506 
31,276 
131,230 
6,506 


4,473,628 
1,403,811 


5.22 
or 
51.90 


4.84 
24 
51.37 


+4.5% 


79.270 


+10.6% 


+11.0% 


Highlights 


REVENUE 

PRE-TAX INCOME (Excluding Realized Capital Gains) 
Income Taxes 

NET INCOME 

NET REALIZED CAPITAL GAINS (After Taxes) 


CONSOLIDATED ASSETS 

CAPITAL AND SURPLUS 

PER SHARE: 
Net Income (Excluding Realized Capital Gains) 
Net Realized Capital Gains 
Capital and Surplus (1) 


ASSUMING FULL CONVERSION OF PREFERRED 
STOCK 

Net Income (Excluding Realized Capital Gains) 
Net Realized Capital Gains 

Capital and Surplus 


(1) After deducting $50 a share for Series A and Series B preferred 
stock and an allowance per share for deferred taxes as follows: 
1973—$13.03 1972—$16.47. 


SEE NOTES TO FINANCIAL STATEMENTS 


To Our Shareholders: 


In 1973 The Continental Corporation com- 
pleted five full years of operation since it was 
formed by The Continental Insurance Com- 
pany as a holding company and an instrument 
of diversification. Our accumulated experi- 
ence provides perspective on what has been 
achieved—and what remains to be achieved. 
This report will attempt to present our 1973 
operations in the context of those five years. 

This was another record year for Continen- 
tal, the third in a row. Our net income, over 
$131 million, was at anew high, more than 
9% above 1972. Assuming full conversion 
of preferred shares into common, these net 
earnings represent $4.84 per share, an 11% 
increase over the earnings in the preceding 
year. Once again, in each quarter of the year, 
the earnings were greater than in the corres- 
ponding quarter of the previous year, thus 
bringing to thirteen the number of such im- 
proved consecutive quarters. 

During the year a dividend of $2.50 was 
paid on each share of preferred stock A and 
B, and there were two increases in dividends 
to shareholders of common stock—an in- 
crease from 50 cents to 54 cents per share in 
March and, after the easing of governmental 
restrictions, a further increase to 60 cents, 
quarterly, in September. 

At year-end, arrangements were completed 
to enable shareholders to participate ina 
systematic Dividend Reinvestment Plan com- 
mencing in 1974. 

The substantial increase in 1973 earnings 
was due in large measure to a 16.8% im- 
provement in investment income, resulting 
mainly from a continuing strong cash flow 
and higher yields on fixed income securities. 


The property and casualty insurance sub- 
sidiaries, which produce over 85% of our 
revenues, also contributed substantially, 
finishing the year with an adjusted underwrit- 
ing profit of $22.5 million. The financial ser- 
vices group generated $35.5 million in in- 
come before taxes, including a turnaround at 
Diners Club which moved it into the profit col- 
umn, a particularly welcome development. 

Continental’s cornerstone continues to be 
the writing of property and casualty insur- 
ance. While 1973 underwriting results did 
not match those of 1972—an exceptional year 
—our record was Satisfactory, comparing 
favorably with the rest of the industry. Our 
automobile writings were still marginally prof- 
itable at a time when other companies were 
reporting losses. 

The commercial lines of insurance were 
subjected to intense price competition. How- 
ever, we resisted the temptation to grow with- 
out profit and this decision proved sound, for 
despite deterioration in the general liability, 
aviation, fidelity and ocean marine lines— 
trends we had largely anticipated—we fin- 
ished solidly in the profit column, while 
slightly increasing our premium volume. 

Our property experience was favorable in 
spite of severe tornado activity across the 
country. For the third consecutive year we 
had no major hurricane losses. This made a 
good year better, although our writings are 
broad enough for us to absorb occasionally 
sharp blows without undue penalty to our 
earnings. During the year, in line with a pro- 
cedure initiated in 1972, we added $2 million 
to our catastrophe reserve. Now totaling $12 
million, it will be available for catastrophe 
losses exceeding $10 million in any calendar 
year, softening the impact on that year’s 
earnings. 

The uncertain economic outlook both here 
and abroad blurs any 1974 forecast. The 
energy shortage, accelerated inflation, re- 
cessionary pressures, changing regulatory 
and legislative concepts—all will have a 
powerful influence on our progress. We be- 


lieve, however, that we have never beenina 
stronger position so far as insurance opera- 
tions are concerned. Our agency force, 
though smaller now than five years ago, is 
much more productive; our underwriting is 
more flexible and responsive; and we have 
achieved a great deal of diversification within 
the various categories of insurance. We can 
respond quickly when we see an improved 
profit potential in a particular line, using our 
existing position as a base for expansion. 

On the life insurance side, National Life of 
Canada showed impressive gains with indi- 
vidual sales up in both the United States and 
Canada. Franklin Life of Springfield, Illinois, 
in which we have a 27.2% equity interest, 
passed the $9 billion mark in life insurance in 
force. National-Ben Franklin Life, our mass 
marketing subsidiary, completed its most 
profitable year since it was formed in 1965. 

Compared with our U.S. activities, Contin- 
ental’s international operations are modest, 
but they are profitable and growing ata 
steady rate. Expanding those interests in 
1973, we established the London Security 
Reinsurance Company in England, acquired 
a 10% interest ina major French insurer, La 
Préservatrice, and agreed to purchase the 
business of two insurance firms in the Re- 
public of Panama. A domestic acquisition— 
Puerto Rican-American Insurance Company 
(PRAICO) in San Juan—is now slated to as- 
sume a coordinating role in all of our Carib- 
bean operations. 

Turning to the financial services group, 
each of our subsidiaries operated profitably. 
National Reinsurance Corporation and Amer- 
ican Title Insurance Company reached new 
highs in revenues and profits. In American 
Title’s case, this was achieved despite the 
slowing of new construction in this country. 
Diners Club, in an impressive turnaround, 


Nathan H. Wentworth, Chairman of the Board 
and Chief Executive Officer 


contributed $2.5 million to the Corporation’s 
net income before taxes. It is now operating 
profitably and conservatively, free of signi- 
ficant litigation and of deficit collateral 
activities. 

Last year, the consumer credit business 
was impeded by the increased cost of bor- 
rowed funds. This lowered earnings at both 
AFCO Credit Corporation and Capital Finan- 
cial Services. In November, we announced 
our intention to sell the latter company to the 
Continental Illinois Corporation for $100 mil- 
lion, payable in Continental Illinois shares. 
This transaction now awaits favorable gov- 
ernmental action. Capital was purchased in 
1969 for $50 million; it has had a fine record, 
but the support of a major banking organiza- 
tion—such as Continental Illinois can provide 
—will be helpful if competition is intensified 
in the consumer loan field. We believe that a 
holding in the Continental Illinois organiza- 
tion, which will include Capital Financial, 
would better serve our long range interests. 

This is in line with Continental’s develop- 
ment as a conservatively managed financial 
organization dedicated to steady growth in 
earnings. Whatever new corporate moves are 
made, they will be with that goal in mind. 
Growth for the sake of growth is not our way, 
nor will we endanger future earnings gains for 
the sake of short range profits. Despite the 
problems that confronted us following the 
acquisition of Diners Club—most of which are 
now behind us—our diversification program 
has been asound and rewarding one. We 
have gained financially and have avoided 
many of the pitfalls which other companies 
have encountered. 

As indicated in last year’s report, and in 
view of the low market price of Continental 
Corporation’s stock, your directors author- 
ized the purchase of 500,000 shares. This was 
subsequently increased; a total of 594,500 
shares were acquired at an average cost of 
$40.02 per share, well below book value. 
376,888 of these shares were utilized for the 
purchase of shares of La Préservatrice in 


France and the Puerto Rican-American Cor- 
poration in Puerto Rico. The balance will be 
retained in the corporate treasury. 

At the annual meeting of shareholders in 
April, Clifford D. Siverd, board chairman and 
chief executive officer of American Cyanamid, 
was elected to the board of directors. He 
succeeds John W. Drye, Jr. who retired from 
the board after 27 years of service. 

In May, Robert A. Baker was elected presi- 
dent and chief executive officer of our Ber- 
muda-based subsidiary, The Security Rein- 
surance Corporation, Limited. In August, John 
H. Loynes was appointed vice president and 
controller of The Continental Corporation, a 
position he held previously with the Glens 
Falls Insurance Company and, more recently, 
with Diners Club. J. Dean Cassidy was 
appointed in September as vice president 
and manager in charge of our Canadian 


operations. 


Our fine new ten-story regional headquar- 
ters building in Glens Falls was dedicated in 
May. It houses the Northeastern Department 
of The Continental Insurance Companies, 
supervising upstate New York and New Eng- 
land, and facilities servicing other depart- 
ments and affiliates of the Corporation. 

This year, perhaps more than any other, we 
particularly register the appreciation of man- 
agement for the substantial contribution of 
our agents and our staff. 

| would welcome any comments or sugges- 
tions which you might have with respect to 
this report. 


Yours truly, 


Foexiictsoibl, 


Nathan H. Wentworth 
Chairman of the Board 
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Directors 


The Continental Corporation 


EDWARD R. EBERLE 1971 


Chairman of the Board and 
Chief Executive Officer, 
Public Service Electric & Gas Company 


J. VICTOR HERD 1968 
Retired Chairman of the Board, 
The Continental Corporation 


JEROME H. HOLLAND 1972 
Former United States Ambassador to Sweden 


DONALD J. HURLEY 1970 
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HAROLD E. JOHNSON 1972 


Executive Vice President, 
The Continental Corporation 
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The Buckeye Union Insurance Company 


- ALLEN T. LAMBERT 1968 


16. 


Chairman of the Board, 
The Toronto-Dominion Bank 


ROBERT D. LILLEY 1970 
President, 
American Telephone and Telegraph Company 


E. HERRICK LOW 1968 
Honorary Vice Chairman of the Board, 
United California Bank 


- MILTON W. MAYS 1969 


President, The Continental Corporation 


-R. E. MCNEILL, JR. 1968 


Retired 


- PETER S. PAINE 1968 
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Chairman of the Board, 
Great Northern Nekoosa Corporation 


DALE E. SHARP 1968 
Retired Vice Chairman of the Board, 
Morgan Guaranty Trust Company of New York 


. CLIFFORD D. SIVERD 1973 


Chairman of the Board and 
Chief Executive Officer, 
American Cyanamid Company 


JOSEPH WEINTRAUB 1968 


Chairman, Atico Financial Corporation 
Chairman, Pan American Bancshares, Inc. 


- NATHAN H. WENTWORTH 1968 
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Chairman of the Board, 
The Continental Corporation 


. F. PERRY WILSON 1972 


Chairman of the Board and 
Chief Executive Officer, 
Union Carbide Corporation 


GEORGE G. ZIPF 1971 
President and Chief Executive Officer, 
The Babcock & Wilcox Company 


(Date denotes year director was elected to board.) 
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Review of the Year 


PROPERTY AND CASUALTY 
INSURANCE PROFITABLE 


Written premiums totaled $1.3 billion. This was 
an increase of 2.5% over the previous year, but it 
was less than the 8% which had been the budget 
objective. Falling short of this goal was partially 
involuntary—our market share in some desirable 
categories was less than we sought—but it also 
reflected severe competitive conditions, partic- 
ularly in the commercial lines of insurance. In 
property and casualty insurance it really is not 
difficult to increase sales...if the insurer is will- 
ing to relax underwriting standards and to accept 
more underwriting losses in order to increase 
cash flow and market share. An insurance com- 
pany, within rather broad limits, can select the 


level at which it wishes to operate. The com- 
pany’s natural desire for sales increases is tem- 
pered by considerations of prudence, profitability 
and long term aspirations. Several major compe- 
titors chose to expand premium volume last year 
on terms that Continental found unacceptable. By 
September, Value Line Newsletter noted that 
many property and liability insurers were experi- 
encing less favorable underwriting and that Con- 
tinental, by ‘‘writing solid business rather than 
more business” was bucking the downtrend in 
underwriting results. In this environment, we con- 
sider our slight overall increase in volume com- 


' pensated by the favorable underwriting results 


we were able to achieve. We enter 1974 with a 
good book of business, written on a sound basis. 


GLOSSARY 


WRITTEN PREMIUMS 
Net total charged to policyholders. 


EARNED PREMIUMS 


The portion of written premiums that accrues as policy 
term progresses. 


LOSS AND LOSS EXPENSE RATIO 


The cost of claims that have been incurred—and the 
cost of setiling them—as a percentage of earned pre- 
mium. 


UNDERWRITING EXPENSE RATIO 


Selling costs, taxes and other underwriting expenses 
as a percentage of written premiums. 


COMBINED RATIO 
The total of the preceding two ratios. Often used as a 
rough guide to profitability. 


UNDERWRITING PROFIT 


What is left over after deducting incurred losses, loss 
expenses and underwriting expenses from earned pre- 
miums. 


ADJUSTED UNDERWRITING PROFIT 


Underwriting profit adjusted for the Company’s equity 
in the unearned premium reserve. 


CAPITAL AND SURPLUS 


The total of paid-in capital funds, unrealized apprecia- 
tion on investments and undistributed earnings. 


Senior officials of The Continental Insurance Companies: President Milton W. Mays (center) with Executive Vice Presi- 
dents John B. Ricker, Jr. (left) and David Gray (right). 


The commercial multi-peril and comprehensive 
business policies were among the categories 
most affected by pricing competition. Despite our 
relatively conservative stance, we increased our 
commercial multi-peril writings 7.6% and were 
able to produce a substantial underwriting profit. 

The general liability lines gave us our most 
severe underwriting problem in 1973. It has been 
estimated that the insurance industry last year 
lost more on general liability than it has ever lost 
on auto liability insurance, even in the worst years. 
Our combined ratio was 111% ona volume of ap- 
proximately $95.3 million. Continental’s experi- 
ence is better than most of its major competitors, 
but the penalizing effect of inflation on outstand- 
ing claims and the increasing incidence of pro- 
fessional and products liability claims make this 
a category to be underwritten with great care. 

The personal lines of insurance—principally 
homeowners and private passenger automobile— 
represent approximately 36% of our mix of busi- 
ness. Their importance to our overall results is 
therefore obvious. Our homeowners writings in- 
creased only 3.5% in 1973, but the combined loss 
and expense ratio was a satisfactory 92%. Auto- 
mobile premium volume—including commercial 
vehicles as well as private passenger—declined 
slightly and produced a combined ratio of 99.9%. 
Substantial rate reductions mandated by the new 
“no-fault” automobile laws in various states con- 
tributed to the decline. 


Productivity Gains 


Underwriting results are not determined solely by 
the skill and judgment with which an insurer 


builds its book of business. The efficiency with 
which the company operates has almost as much 
effect,and in many ways it is more directly con- 
trollable. In five years of operation under The 
Continental Corporation our insurance underwrit- 
ing expense ratio has been reduced from 31.8% 
to 29.2%. This has involved a company-wide 
commitment to the use of advanced systems and 
technology. Important additional efficiencies are 
in prospect. The Continental Insurance Compa- 
nies work closely with our data processing af- 
fillate, INSCO Systems, to develop computer 
capabilities that will provide the best possible 
service to our agents and insureds, and improve 
our competitive position within the industry. At 
present, almost all of our private passenger auto- 
mobile policies—approximately one million a year 
—and one half of our homeowners policies—ap- 
proximately half a million—are now being written, 
endorsed and accounted for by computer. This 
has contributed substantially to our operating 
efficiency. Now, we are turning to similar oppor- 
tunities for other personal and commercial lines 
policywriting applications. Fire insurance on resi- 
dential properties and workmen’s compensation 
are the next classifications to be automated. A 
start on this is already underway. 

Continued advances in employee productivity 
can also be projected. Our computer-produced 
information services are already tremendously 
effective, and we see exciting future applications 
in several underwriting areas, making manage- 
ment by exception a reality. The “SUCCESS” 
system, launched in 1972, has been very reward- 
ing as a continuing program aimed at cost effec- 


Five years of careful premium growth, loss ratios that varied within a narrow range, 


and improved expense controls for property/ casualty subsidiaries. 
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tive, and quality effective, staffing. It provides a 
reliable system for estimating manpower needs, 
and evaluating present staff efficiencies. The 
principles were initially applied to 1,150 office 
services personnel. We were able to reduce our 
staff by 26% —through attrition without replace- 
ment—upgrading the positions that remained and 
offering better job opportunities to the entire sec- 
tion. The SUCCESS program was then extended 
into accounting areas last year with similar re- 
sults. We anticipate that by the end of 1975 this 
program alone will have reduced our expense 
ratio by a half point or more—as much as $7 mil- 
lion or more in annual savings. 


Marketing 


During 1973, the insurance companies doing 
business through the American agency system 
joined with their agents in a close examination 
of how well this system is working and what 
changes will be necessary for it to become more 
competitive. There seems little doubt that the 
independent agency system is facing more pres- 
sure from alternative marketing systems than 
ever before, particularly in personal lines. Banks, 
life insurers, direct writers, direct mail marketers 
are all viewed as serious rivals for the consumer’s 


Giving expression to the confidence of the independent 
agent in his ability to compete, this advertisement at- 
tracted wide attention among consumers. 


personal insurance. We consider the availability 
of the independent agency system to be one of 
our greatest strengths. It would be prohibitively 
expensive—and quite possibly physically impos- 
sible—for an insurer to build a professional sales 
force as knowledgeable, and as firmly established 
in local markets from coast to coast as the one 
this system provides. 

In a major marketing effort, we successfully 
launched the PCP policy—Personal Comprehen- 
sive Protection—in 1973. The first nationally mar- 
keted home and auto package, the PCP intro- 
duced a completely new approach to a family’s 
insurance needs and wrapped it up in one easy- 
to-read sales-appealing package. Initial progress 
has been encouraging. We believe the PCP will, 
over the next five years, become the accepted 
way for a family to buy insurance—for the home; 
personal belongings; automobiles; personal lia- 
bility, including excess limits; mortgage life in- 
surance; hospital indemnity and related cover- 
ages. 

We made substantial progress during the year 
in the mass merchandising of insurance, both 
personal lines and commercial coverages. The 
former involves a large scale sales approach to 
the employees of a sponsoring company, offering 
insurance at low cost, with the convenience of 
payroll deductions. The latter is a technique of 
marketing business insurance to national and 
regional associations of firms engaged in the 


Gan Allstate and State Farm 
beat this offer? 


When you buy car insurance, you should never Choice of Plans. Continental 
buy on the basis of any one thing alone. gives you a choice: A policy 
Not even price. that covers your car alone. Or 


Buying car insurance is like buying a new car. a unique new policy that cov- 
It pays to shop around and see who gives you the efs both your car and home. It's called Per- 
most for your money. sonal Comprehensive Protection: PCP." By 


Mf you do, you'll find that Allstate and State combining both your automobile and home- 
Farm (in fact, any insurance company you choose) - 
will have some of the things you see 

But only Continental Insurance has them all 
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But so does Continen ital 
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owners policies into one, it cari actually give 
you more insurance coverage for your insur- 
ance dollar. 
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Driver Education 
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basic rate or p 
count is being 
panies don't all charge the same rates. In fact 
Mo one company can say it has the lowest rates 
overall. Because each bases. it 

actual experience with specific 
ers and specific geographical areas. The result 
You may find that in your area Continental's 
price for you is lower than either Allstate's or 
State Farm's. Or both 


The Independent ‘Agent. 
He doesn't work for an 
insurance con mpany He 
works for you. And his 24- frais Toby free Dial-e-Cialm Any time, any day, 
Suceess is based on plac you can report a lent from anywhere in 
ing your insurance with the United States or canada And whenever 
By whatever company will you call, the call is on us 

keep you the happiest. If 
we don't do the job, he’s 
free to switch your insur 
ance to a company that - 
will ‘ 


rac 
‘ Fast Fair Claim Payments. 
4/9 We pay the full amount 
=) due on every legitimate 
- claim we get. Without 
haggling. Your good-will is more profitable to 
us in the long run than any pennies we might 
shave off in the short run 


1600 Claims Adjusters. We have more than 
1600 trained claims adjusters located through- 
out the United States and Canada. If you need 
help, there's always one nearby. Even on a 
holiday—if you have an emergency 


x 
1% FP 

Free Waiver of Collision 

Deductible.” If you have J 

an accident, we'll waive \ pes Automatic Increase of Liability Coverage to Meet 

your collision deduct- a Each State's Minimum Requirements. By law, 

ible under three condi you have to carry enough insurance to meet 

tions: The other driver your state’s minimum financial responsibility 


is identified and at requirements for bodily injury and property 
fault; he has auto pi damage. But let's say you have an accident 


(age; and the damage to your while driving a ie ate passenger car ina state 
Canadia 


era 
S your deductible. That means if or a Cana ice that has higher require. 


ar exceeds 
you have 3 $300 accident and a $100 deduct. ments Ps those above), If you're insured 
ible, Conti inental pays you the full $200. ve Ce tal, we'll automatically provide 


increased coverage to meet the higher require 
ments. At no additional charge 


For complete details on everything you 
see here and more, call your Continental 
Insurance Agent. 

You'll find him in the Yellow Pages. 


Automatic No-fault Coverage When Driving in a 
No-fault State. Let's say you live in a state that 
doesn't have no-fault insurance. But you have 
an accident in one that does. And that state 
has enacted legislation requiring non-residents 
to carry no-fault insurance when drivin, 
through. (So far, two states with no-fault insur- 
ance have done this. And more may follow.) 
Wherever you go, Continental will meet the 
letter of the law, And automatically provide 
you with the required no-fault protection, At no 
additional charge. 


same business. Several recent refinements in our 
mass merchandising techniques are encourag- 
ing. We see a developing potential in this seg- 
ment of the market. 


No-Fault Automobile Insurance 


Fourteen states have now passed some variation 
of no-fault auto legislation. In general, the transi- 
tion period has gone well. The motoring public 
appears to be well-served and substantial pre- 
mium economies have been effected. We believe 
the no-fault concept is in the public interest, and 
that it is best implemented—and regulated—at the 
state level. It is our belief, however, that manda- 
tory federal guidelines should be established. 
Greater state-by-state uniformity would help in- 
surers better serve the public. 


Open Competition 


The rating laws of many states—states jointly 
accounting for more than half of our premium 
volume—have been changed in recent years to 
enable individual insurers to determine their own 
rates and to put them into effect without delay. 
In the remainder of the country we are subject to 
provisions that have been in effect since World 
War II which permit rate making in concert and 
require prior approval of rate changes. We be- 
lieve the open competition rating laws are serving 
the public well by providing stable markets, with 


Mix of business in 1973... earned premiums and loss ratios 
by category for property/ casualty subsidiaries. 


Comparative Analysis of Earned Premiums 


EARNED 
PREMIUM 


in millions 


A Fire & Allied Lines $171.8 52.0% 

B Multiple Peril $222.9 55.1% 

C OceanMarine $ 92.0 72.0% 

D Inland Marine $ 51.5 51.5% 

E Accident & Health $ 72.1 61.2% 

F Fidelity & Surety $ 22.0 46.5% 

G Automobile $375.3 62.2% 

H Workmen’s Compensation $156.2 74.6% 
1 General Liability $ 95.3 60.2% 


J AllOther $ 35.7 75.6% 


rates responsive to current loss and expense 
experience. 


Some Notes About Underwriting 


We are broadly diversified within the insurance 
business. Our companies are up with the leaders 
in auto insurance, homeowners, multi-peril pack- 
age policies, bonding, inland and ocean marine, 
aviation, credit, title insurance, accident and 
health, boiler and machinery, and in other cate- 
gories. We operate two life insurance companies 
and we have a substantial equity position— 27.2% 
—in another, Franklin Life. Geographically, our 
insurance companies are strong in all sections 
of the United States and we are growing in many 
of the world’s other insurance markets. Our re- 
insurance operations—insuring other insurance 
companies—are substantial,.and our growth pros- 
pects are excellent. This spread in operations is 
probably unmatched among the major insurance 
companies. Its importance lies in the fact that we 
are relatively insulated against wide swings in un- 
derwriting results. When one category of insur- 
ance does poorly—as each does occasionally— 
others often do well. Early warning systems allow 
us to make adjustments for maximum growth and 
profit as we go along. 


The Energy Situation 
It is difficult to perceive the impact the energy 
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Special Report: 
THE COMPREHENSIVE BUSINESS POLICY— 
TEN YEARS LATER 


New products—really new ones—are not a regular 
occurrence in the insurance business. This stems 
not from any particular reluctance on the part of 
insurers to innovate, but rather it is because the 
systems and social structures which our cover- 
ages serve are relatively stable. Just as society 
evolves, insurance evolves. We simply modify 
existing policy forms to reflect the changes—as 
we are doing now in the states that have adopted 
no-fault systems. 

Our PCP policy—Personal Comprehensive Pro- 
tection—is something brand new, and so was our 
CBP—Comprehensive Business Policy—when we 
introduced it in 1963. The CBP applied new pack- 
aging concepts to commercial and institutional 
risks. It provided new flexibility, both in cost and 
coverage, and better coverage than had previ- 
ously been available. It was different in appear- 
ance, in the way it was underwritten and in the 
way it was sold. The question, in 1963, was 
whether our agents and the marketplace would 
go along with the changes. We hoped not only 
that the CBP would sell widely, but that it would 
attract the better risks for which all insurers 
compete. And we expected it to be profitable for 
us to underwrite even though it offered the buyer 
broader coverage at substantial savings. These 
expectations were realized and, except for a sin- 
gle year, the CBP has been consistently profita- 
ble, attracting more than $460 million in premium 
volume with a total underwriting profit of almost 
$24 million. Next year we anticipate that the pre- 
mium volume will pass the $100 million mark. 

Because of the flexibility in its original format, 
few subsequent changes in this policy form have 
been needed. Many of its innovative features have 
been adopted by the industry, but we know of no 
competitor who approaches our volume in this 
category of business. 


shortage will have on our insurance operations. 
Substantial reductions in accident frequency 
have been widely forecast. These have not so far 
been evidenced in the weekly reports we have 
initiated. Moreover, the costs of settling claims 
are rising sharply because of the surge in infla- 
tion that has accompanied the energy crisis. In- 
flation has been a persistent problem, particularly 
for its effect on the claims that are outstand- 
ing. And as inflation accelerates, the problem 
sharpens. We are monitoring the situation closely. 
As we are able to identify trends that would justify 
or make necessary changes in rates, we will be 
in a position to react quickly. 


Marine Office-Appleton & Cox 
Corporation (MOAC) 


1973 marine insurance premium writings in- 
creased almost 12% to $180 million, above our 
production goals for the year. As a major insurer 
of rivercraft and goods shipped along inland 
waterways, MOAC was adversely affected by 
severe spring flooding along the Mississippi 
River. Several major cotton losses were also sus- 
tained. Despite this, we finished the year with a 
combined loss and expense ratio of 95.3%. 
MOAC’s aviation category did not fare as well. 
Normally a profitable line, our aviation business is 
derived principally from MOAC’s 50% interest in 
Associated Aviation Underwriters. AAU’s experi- 
ence reflected the state of commercial aviation 
last year. Worldwide, 27 jet airliners were lost. 
AAU was also affected by a federal court decision 
that the destruction of a Boeing 747 by Arab 
guerillas at Cairo airport in 1970 was not a war- 


The Comprehensive Business Policy, 
from a new product in 1963 
to commercial lines mainstay in 1973. 


IN MILLIONS 


1963 1965 1967 1969 1971 1973 


like operation. This judgment is being appealed, 
but it required the prompt creation of a substan- 
tial reserve. 

The All American Marine Slip—a_ high-risk, 
high-value marine insurance syndicate assem- 
bled by MOAC late in 1972—continues to grow. 
Net retained capacity per risk was increased from 
$5.3 million to $9.6 million during the year. Six 
additional companies joined the syndicate, bring- 
ing the membership to 28. 

Our ocean hull volume, written through the 
American Hull Insurance Syndicate, increased 
22%. 

In September, John A. Potts was advanced 
from executive vice president to president of 
Marine Office-Appleton & Cox. He succeeds John 
B. Ricker, Jr. who continues as board chairman. 


LIFE INSURANCE OPERATIONS 
REPORT CONTINUED GROWTH 


The National Life Assurance Company of Canada 
increased life sales to individuals by 44% in 1973, 
adding $187 million of insurance in force to the 
total. By the close of the year the company had 
individual and group life insurance in force total- 
ing more than $3.8 billion. Pre-tax income for the 
year was $1.6 million. This substantial increase 
in new business in Canada, the United States and 
the Caribbean reflected growing strength of Na- 
tional Life in each of these markets. Sales in the 
United States through the agents of The Conti- 
nental Insurance Companies made possible a 
substantial increase in production. 

1974 is viewed with considerable enthusiasm at 
National Life’s offices in Canada. A handsome 
new 15-story home office building in Toronto will 
be dedicated and occupied during the year and 
the company expects to exceed the prestigious 
$1 billion level in individual life insurance in force 
during the course of the year. 

National-Ben Franklin Life Insurance Corpo- 
ration, a mass marketing specialist within our 
group, had a good year contributing $2.3 million 
in pre-tax income. This company continues to 
explore new insurance products and new tech- 
niques in large scale, direct selling. 

Our pre-tax earnings this past year were also 
strengthened to the extent of $9 million by our 
27.2% participation in the statutory earnings of 
Franklin Life Insurance Company. 


Each advertisement for Diners Club incorporates an 
application blank. Number and quality of returns are 
carefully measured so that the effectiveness of alterna- 
tive copy approaches and varying media strategies can 
be evaluated. 


HIGHER BORROWING COSTS AFFECT 
OTHER SUBSIDIARIES 


Title Insurance 


A range of problems seemed to vie for attention 
in the real estate business during 1973. Housing 
starts declined in the face of rising interest rates, 
ecological restrictions, shortages of building ma- 
terials and the third credit squeeze in the past 
ten years. Yet despite its close ties to the real 
estate market, American Title Insurance Com- 
pany had record growth and profits this past 
year. At $4.4 million, its adjusted pre-tax net in- 
come was up almost 16%. At year-end, Frank B. 
Glover was named president, succeeding Jay R. 
Schwartz. 


Diners Club 


In 1971, a net loss at Diners Club reduced Con- 
tinental’s pre-tax earnings by $22.8 million. Last 
year, improved operations reduced the negative 
effect to $6.2 million. This year, in a turnaround 
that has been reported widely in the financial 


The president of Diners Glub 
offers this friendly wager 
to the president 
of American Express: 


‘Tll pay you a dollar for every establishment 
that honors American Express...if you'll pay me 
a dollar for every one that honors Diners Club’ 


(‘That's the fastest way | know 
of to make $75,000") 


Actually, the outcome isn't really in doubt. all at 75,000 places. It could mean passing up some very nice 


Because all the evidence is published for anyone to see. restaurants, shops and places to stay—unless you're prepared 
In the latest Diners Club and American Express directories. to pay cash 

And, by direct comparison, Diners Club gives you credit at 
75,000 more places around the world than American Express! 


That's why, even if you already have American Express, it 
would pay you to send in the application below, Right now, while 
it's still in your hands 

That can mean a great deal to you when you travel. zi 

In all of Europe, the Diners Club card gives you credit at 30% 

more places than American Express. 


x 
For example, Guide Michelin, the world’s most renowned Ca: \ 
restaurant guide, bestows its highest rating — three stars — on just 
16 restaurants in all of France. Of these, 11 honor Diners Club oper 


(8 of them exclusively) while only 3 honor American Express 
(none exclusively). 
In Germany, Diners Club gives you over 50% more 


ERS CLUB 


-, 
% 


establishments than American Express. 

In the Caribbean; 50% more places in Aruba. More than 
twice as many in Barbados. And substantially more in 
St. Martin, Curacao, Martinique and Trinidad, among others. 


In all of Asia, Africa and Latin America, you'll find 
Diners Club at three times as many places. 


The first executive card. 


Needless to say, Diners Club is honored extensively here in 
the U.S.—where we originated the whole idea of the executive 


credit card, 
Of course, you can make do with your American Express 
card alone. But not having Diners Club means having no credit at 
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press, Diners Club moved into the profit column. 
Its contribution to pre-tax income—modest but 
welcome—was $2.5 million. Diners Club is no 
longer tied to any deficit collateral travel ventures; 
its computer systems are functioning smoothly, 
and its credit ratios are well within acceptable 
limits. Diners Club has been able to reduce pro- 
gressively its provision for doubtful accounts as 
collections improved. 

With operations under firm control, in April, 
Diners Club launched its first intensive drive for 
new members in several years. An advertising 
campaign ran in 36 newspapers and magazines 
from coast to coast. This was supported by a 
strong direct mail program in which over seven 
million letters were sent to prime prospects. The 
cumulative effect of the campaign was quickly 
felt. Cardholder volume increased in 1973 for the 
first time in three years. By fall the declining trend 
in membership had been arrested. Membership 
applications from the “‘take-one”’ boxes in hotels, 
airline offices and restaurants reached a new 
high in November, reflecting the supporting effect 
of the promotion being done in other media and 
the renewed interest in Diners Club. 

Of course, the number and quality of the estab- 
lishments honoring Diners cards are vital to the 
success of the card itself. Fortunately, Diners 
Club is honored at more establishments through- 
out the world than any other executive credit 
card. Moreover, the combination of renewed pro- 
motion and improved image has added many fine 
new establishments to the list. 

Diners Club is particularly strong overseas, a 
point that is made effectively in its advertising. 
Even during the period Diners was having its 
problems in the United States, its overseas fran- 
chises continued to flourish. Dollar devaluations, 
foreign currency revaluations and the affluence of 
the one million foreign Diners Club members con- 
tributed greatly to our improved results last year. 
Foreign cardholder spending in the United States 
and Canada, for instance, rose 28%. Diners’ pre- 
eminent position overseas is an important factor 
in our favor. 


Capital Financial Services 


Earnings declined last year at Capital Financial 
Services, our consumer finance subsidiary. Pre- 
tax income was $10.5 million in 1973, down from 
$11.2 million in 1972. The root cause was the cost 
of borrowed funds. In all other respects, Capital’s 
operations were exceptional, as evidenced by a 
15% gain in income before interest charges and 
taxes. Loan volume showed a good gain, as did 
sales finance contracts purchased. Delinquen- 


Special Report: 
OUR FOREIGN OPERATIONS 


The growth of the multinational company concept 
has been dramatic in the past ten years, and 
American insurers have been challenged to fol- 
low those corporations that have gone overseas 
to search for growth and profits; the corporate 
insurance buyer sees no reason why he should 
not insure his overseas properties and operations 
in the same way he insures them in this country. 
He is impatient with complications, with differ- 
ences in coverages, and he would like to be able 
to arrange his whole program through the same 
insurance people who handle his program in this 
country. 

Continental was one of the first U.S. insurers to 
realize that the growth of the multinationals cre- 
ated a unique opportunity, one that called for a 
major restructuring of its insurance services. 
When that restructuring was accomplished, Con- 
tinental was one of the first to capitalize on the 
fact that it could now compete effectively in worid 
markets—even for business that had no roots at 
all in this country. 

The apparatus that was established contndee 
Continental’s long-standing participation in Amer- 
ican International Underwriters, a relationship 
that dates back to the nineteen-thirties, and one 
that still accounts for a substantial portion of our 
writings abroad. We have built a multi-tiered facil- 
ity upon that base, however, in order to have a 
variety of approaches available to meet diverse 
insurance needs. A 25% interest in the Phoenix 
of London group gives us a financial stake in a 
successful, worldwide insurance fleet, and the 


An expanding role in world 
insurance markets... written premiums 
from foreign operations. 


IN MILLIONS 


1969 1970 1971 1972 1973 


Note: Does not include Canadian Baht 
$52.2 million in 1973. 


Continental/Phoenix International Division makes 
it possible for us to offer the Phoenix service net- 
work to U.S. insureds and to coordinate their 
overseas coverages with the coverages we write 
in this country. Continental/Phoenix maintains 
offices in New York, Chicago, Dallas, Los Angeles 
and Jacksonville to service corporate buyers 
throughout North America. We have also estab- 
lished joint ventures with strong local insurers in 
many capitals around the world. Many of these 
local insurers are affiliates of the Phoenix, the 
Toro Assicurazioni of Italy or the Tokio Marine & 
Fire. We have also set up our own service facil- 
ities in the Caribbean, Belgium, France, Great 
Britain, Italy, Lebanon, Malaysia, Australia and 
Japan. And last year we acquired a 10% interest 
in the French insurer, La Préservatrice. 

Our marine insurance subsidiary, MOAC, has 
also made substantial progress in world markets. 
It has strong representation in such traditional 
marine insurance centers as London, Paris, Ant- 
werp, Amsterdam, Rotterdam and Tokyo, and it 
offers supporting marine claims and surveying 
services in all of the world’s major ports. In addi- 
tion, MOAC has made arrangements with more 
than 50 foreign insurers to settle their marine 
claims in the U.S. 

The All American Marine Slip—AAMS—which 
MOAC formed in 1972,is a syndicate of U.S. in- 
surers willing to participate in high-value, high- 
risk marine insurance, much of it originating 
abroad. AAMS increased its capacity this year 
from $5.3 million to more than $9.6 million net per 
risk, and its roster of members grew to 28. 

Some 50% of the world’s marine insurance is 
still either written or reinsured in London, but 
MOAC has effectively established itself as a 
worthy competitor on the international scene. 

Reinsurance—insuring other insurance compa- 
nies—has provided additional overseas opportun- 
ities, supplementing our other activities. Conti- 
nental’s foreign reinsurance department reinsures 
business in 41 different countries for over 130 
foreign insurers. With heavy emphasis on direct 
business in Europe and in the developing nations 
of South America, Africa and Asia, its premium 
volume has been growing at an annual rate of 
better than 20%. Our Bermuda reinsurer, The 
Security Reinsurance Corporation, Limited, looks 
to brokers in the insurance markets of Europe for 
a substantial portion of its volume. Further growth 
is anticipated there with the establishment last 
year of an English subsidiary, London Security 
Reinsurance Company, Limited. 

Continental’s foreign operations are diverse, 
and developing aggressively, although they are 


still a small part of our total picture. The profit 
return is above average, however, and the growth 
potential is impressive. 


Insuring over 20,000 hotel rooms in 39 coun- 
tries under one comprehensive contract for a 
Marsh & McLennan client headquartered in New 
York epitomizes the kind of service our Conti- 
nental/Phoenix International Division provides to 
U.S. companies. The hotels operated by Hilton 
International span the world. Yet a single, master 
policy, supplemented by locally issued underly- 
ing policies, provides Hilton with liability coverage 
overall, taking into account the scores of legal 
systems and insurance codes under which the 
various locations operate. Already scheduled for 
coverage, is the new 386-room Beirut Hilton, open- 
ing this fall. The Beirut Hilton will be operated by 
Hilton International under contract from the 
owners, L’Union Nationale, Societe General D’As- 
surance, a Continental affiliate. 

Associated Aviation Underwriters, one of our 
affiliates, writes the major portion of the world- 
wide coverage for Hilton International’s parent 
company, Trans World Airlines, Inc., on all TWA 
aircraft and the liability for their air and ground 
operations. This program is also placed through 
Marsh & McLennan. 

Through Johnson & Higgins, Continental’s do- 
mestic accident and health department writes 
worldwide accident insurance for TWA employees 
on a payroll deduction basis. This coverage can 
be extended for flight personnel to cover flight 
duty. Under separate contracts we provide acci- 
dent coverage for specified classifications of 
TWA employees and certain war-related coverage 
outside the U.S.A. for all employees. 


Amsterdam Hi 
Amsterdam, the Netherlands 
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cies were at low levels, and charge-offs of un- 
collectible accounts were substantially below 
those of 1972. 
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During 1973 Capital Financial Services completed its 
introduction of an entirely new family of corporate sig- 
natures for the parent company and its subsidiaries. 
A major consumer finance company, Capital operates 
335 offices in 19 states. 


Chairman Wentworth’s letter refers to the 
agreement announced November 9 calling for the 
purchase of Capital Financial Services by the 
Continental Illinois Corporation. The transaction 
now awaits favorable rulings by the Internal Rev- 
enue Service and the Federal Reserve Board. 


AFCO Credit Corporation 


AFCO, whose primary business is the financing 
of insurance premiums—not just for Continental, 
but for many other insurers—also encountered 
higher borrowing costs. As a result, pre-tax in- 
come fell to $2.2 million, well below the record 
levels set in both 1971 and 1972. 

AFCO’s volume of premiums financed in the 
United States declined from $374 million in 1972 
to $361 million this year. CAFO—AFCO’s Cana- 
dian affiliate—increased its volume from $56 mil- 
lion a year ago to $59 million in 1973. 

Excellent growth was reported by AFCO’s auto- 
mobile financing unit, a small but promising oper- 
ation established in 1965. The number of loans 
increased 27% last year; dollar volume is now 
approaching $8 million. 


Underwriters Adjusting Company 


Underwriters Adjusting Company, one of the na- 
tion’s largest claims and loss organizations, is 


continuing to expand the services it provides to 
the insurance companies in the Continental or- 
ganization and to the insurance industry as a 
whole. In March, UAC acquired Quality Adjust- 
ment Service, a well-known company specializing 
in automobile physical damage claims. UAC now 
has 375 service locations from coast to coast, and 
a staff of over 3,300. 

UAC’s pre-tax income in 1973 was $1.7 million, 
an increase of 53.3%. Billings to companies out- 
side the Continental organization rose 46%. The 
sale of services outside—to other insurance com- 
panies and to self-insurers—now represents over 
one-fifth of UAC’s total income. Our budget esti- 
mates call for a 32% increase in this business 
next year. 


The INSCO Systems Corporation 


Since its founding five years ago, INSCO has 
built a national reputation as a supplier of data 
processing services and software for insurance- 
related application. Much of its original sales ori- 
entation was toward software designed for very 
large computer systems. It is now shifting its em- 
phasis to the marketing of policy issuance and 
reporting systems to.small and medium size in- 
surers, It is to this segment of the market that 
INSCO looks for the stability that only a broad 
customer base can provide. In the transition, 
INSCO’s 1973 sales to companies outside the 
Continental organization decreased 24%. It con- 
tributed $1.2 million in pre-tax income compared 
with $2 million the previous year. 

INSCO’s sophistication in the field of insurance 
was underscored this year when Ohio was added 
to the list of 11 state FAIR (Fair Access to Insur- 
ance Requirements) Plans that have turned to it 
for services. 


Investing for The Continental Corporation 


The 16.8% increase in investment income during 
1973 was one of the most favorable developments 
in our financial operations. The gain, from $111.2 
million in 1972 to $129.9 million last year, was 
achieved despite the restrictions on dividend in- 
creases imposed by the federal guidelines. In- 
vested assets, however, declined 2.9% during 
1973, ending the year at $2.74 billion. The de- 
crease of $82.4 million reflected a reduction of 
$205.5 million in securities values, offset. in part 
by additions to the portfolio. 

1973 was, of course, a turbulent year in the 
money markets. A series of events outside the 
United States, compounded by domestic mis- 
haps, combined to upset the economy. Inflation 
was almost double what had been forecast, and 
pricing seemed almost out of control in Phases 
3 and 4. Short-term interest rates reached the 
10% level, and the stock market sank 170 points 
on the Dow Jones industrial average. 

Our primary investment objective—always—is 
to preserve the financial integrity of The Conti- 
nental Corporation and its subsidiaries. Comple- 
menting that objective, we invest for growth of 
capital to finance our operations and to earn 
higher returns from which we can declare divi- 
dends to the owners of our company—the share- 
holders. 

In addition to acquiring Continental shares in 
the open market—at a cost of $24 million—we 
purchased $96.5 million in new securities during 
the year, somewhat less than the $146 million in 
1972 and the $144 million of two years ago. In 
accordance with our objectives, given the invest- 
ment environment 1973 provided, we accumu- 
lated relatively short-term securities to meet op- 
erating expenses and to pay insurance losses; 
high-grade bonds and preferred stocks to cover 
our required ‘‘reserve investments,’ and common 
stock in quality American companies with the 
remaining funds. 


Harold E. Johnson 
Executive Vice President 
Financial Operations 
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A summary follows: 


PURCHASES (AND SALES) OF SECURITIES 


U. S. Government Bonds ............ $(12,407,000) 
Tax-Exempt Bonds ................ 25,697,359 
OtheriBonds = 2.0 5). .ocmee mee ects (4,221,380) 
Pid.Stocks so: mason ey eee 49,989,019 
Purch. (Sales) of Fixed Income Oblig. . 59,057,998 
Bank & Ins. Stocks ................ 6,667,327 
Public Util. Com. Stks. .............. 8,698,295 
Industrial Com. Stocks ............. 19,559,848 
Railroad Com. Stocks .............. 2,539,387 
Minority Interests .................. 9,644 
Purch. (Sales) of Common Stocks .... 37,474,501 
Purch. (Sales) of Bonds & Stocks .... $ 96,532,499 


The Continental Corporation and its predeces- 
sor companies have consistently invested in 
equities for well over a half century. We select 
American companies of outstanding management, 
high potential and strong capital resources. In 
addition, we often add to existing investment 
positions in the companies that operate most 
successfully. The portfolio presented on pages 
26 through 32 reflects the long-term success of 
this program. 
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Year ended December 31 


1972 1973 
(000 omitted) 

$ 1,337,871 $ 1,384,711 
19,590 23,258 
29,042 33,050 
59,598 66,681 
5,281 8,422 
1,807 2,115 
$7 -115;316 $ 133,526 
69,006 73,859 
54,601 56,423 
3,716 3,495 
$ 1,580,512 $ 1,652,014 
$ 1,281,708 $ 1,363,019 
4,124 3,654 
54,816 62,772 
60,806 53,949 
14,104 13,854 
$ 1,415,558 $ 1,497,248 
4,585 5,038 
$ 169,539 $ 159,804 
(852) 2,702 
$ 168,687 $ 162,506 
33,065 25,412 
-_ 15,499 5,864 
$- <120;123 $ 131,230 
ae 6,532 6,506 
$ 126,655, $ 137,736 
$ 4.72 $ 5.22 
.28 .27 
$ 5.00 $ 5.49 
$ 4.36 $ 4.84 
24 .24 
$ 4.60 $ 5.08 
23,457,619 23,730,609 
27,552,282 27,108,612 


Consolidated 
Income Statements 


REVENUE 
Premiums Earned 
Investment Income: 
Interest Income—Taxable 
Interest Income—Tax-exempt 
Dividend Income 
Undistributed Income of Minority Affiliates 
Real Estate Income 
Total Investment Income 
Finance Companies’ Revenue 
Credit Card Company’s Revenue 
Income from other sources 
Total Revenue 


OUTGO 
Insurance Expenses and Deductions 
Investment and Real Estate Expenses 
Finance Companies’ Expenses and Deductions 
Credit Card Company’s Expenses and Deductions 
Other Expenses and Deductions 

Total Outgo 


Income of Life Companies 
Operating Income 
Other Income (Outgo) 
INCOME (Before Taxes) 
Income Taxes—Current 
Income Taxes—Deferred 
NET INCOME 
NET REALIZED CAPITAL GAINS (After Taxes) 
NET INCOME AND REALIZED CAPITAL GAINS 


PER SHARE 
Net Income (1) 
Net Realized Capital Gains 
Net Income and Realized Capital Gains 
(Assuming Full Conversion of Preferred Stock) 
Net Income 
Net Realized Capital Gains 
Net Income and Realized Capital Gains 


Average Shares of Common Stock Outstanding 
Assuming Full Conversion of Preferred Stock 


(1) After Allowing for Preferred Dividends: 
1973—$7,417; 1972—$9,321. 


SEE NOTES TO FINANCIAL STATEMENTS 


Consolidated 


Balance Sheets 
December 31 
1972 1973 
(000 omitted) ASSETS 
$ 2,826,661 $ 2,744,250 Bonds and Stocks 
113,090 87,335 Cash 
178,081 196,744 Premium Balances 
440,281 461,700 Loans and Accounts Receivable (Less Reserve for 
Doubtful Accounts and Unearned Charges: 
$93,812 for 1973 and $82,120 for 1972) 
90,175 93,040 Credit Card Receivables (Less Reserve for Doubtful Accounts: 
$10,690 for 1973 and $11,153 for 1972) 
89,225 94,646 Real Estate 
18,615 20,419 Interest and Dividends Accrued 
18,197 19,686 Furniture, Equipment and Automobiles 
. 108,341 130,494 Equity in Assets of Underwriting Associations 
179,836 185,793 Equity in Unearned Premium Reserve 
249,722 304,423 Assets of Life Companies 
120,092 135,098 Other Assets 
$ 4,432,316 $ 4,473,628 TOTAL ASSETS 
LIABILITIES 
$ 637,688 $ 655,907 Reserve for Unearned Premiums 
958,924 1,067,232 Reserve for Losses and Loss Expenses 
36,748 41,350 Reserve for Expenses and Taxes 
46,887 59,534 Funds Held Under Reinsurance Treaties 
352,730 363,893 Notes Payable and Bank Loans 
91,055 82,090 Deposits of Savings and Loan Company 
212,138 261,169 Reserves and Liabilities of Life Companies 
72,213 50,291 Provision for Retirement Allowances 
13,239 17,206 Provision for Income Taxes—Current 
386,505 326,692 Provision for Income Taxes—Deferred 
141,280 144,453 Other Liabilities 
$ 2,949,407 $ 3,069,817 TOTAL LIABILITIES 
SHAREHOLDERS’ EQUITY 
Preferred Stock $4 Par Value 
$ 10,601 $ 5,594 Series A 
4,289 2,605 Series B 
46,921 50,594 Common Stock $2 Par Value 
$ 61,811 $ 58,793 TOTAL CAPITAL 
Surplus: 
$ 147,014 $ 149,897 Paid In 
811,134 665,734 Unrealized Appreciation on Investments 
462,950 538,291 Earned 
$ 1,421,098 $ 1,353,922 TOTAL SURPLUS 
~ (8,904) Less Common Stock Held in Treasury, 224,418 Shares—At Cost 
1,482,909 1,403,811 CAPITAL AND SURPLUS 
$ 4,432,316 $ 4,473,628 TOTAL LIABILITIES, CAPITAL AND SURPLUS 


SEE NOTES TO FINANCIAL STATEMENTS 
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December 31 


1972 1973 
2,650,178 1,398,414 
1,072,243 651,386 
3,722,421 2,049,800 

23,460,574 25,296,795 


27,182,995 


27,346,595 


Consolidated Statements 
of Shareholders’ Equity 


NUMBER OF CAPITAL SHARES ISSUED: 
Preferred Stock $4 Par Value, 10,000,000 Shares Authorized 
$2.50 Cumulative Convertible 
Series A 
Series B 
Total Preferred Shares (1) (2) 
Common Stock $2 Par Value, 50,000,000 Shares Authorized 


TOTAL NUMBER OF PREFERRED AND COMMON SHARES 
ISSUED 


(1) Convertible at rate of 1 share of preferred for 1.1 shares of common stock 
(2) Liquidating Value—$102.5 million ($50 per share) 


Year ended December 31 


1972 


1973 


(000 omitted) 


CAPITAL: 


Preferred Stock at Beginning of Year 
Adjustment for Shares Converted 

Preferred Stock at End of Year 

Common Stock at Beginning of Year 
Adjustment for Shares Issued on Conversion 

Common Stock at End of Year 

Capital at Beginning of Year 
Adjustment for Shares Issued and Converted 

CAPITAL at End of Year 


PER TRI AT ROU EY SESEST BAR ATE NN RTL AF BPN EE YA PE ST SILLS EEE SE 


$ 14,967 $ 14,890 
(77) (6,691) 

$ 14,890 $ 8,199 
46,879 46,921 

42 3,673 

$ 46,921 $ 50,594 
61,846 61,811 

(35) (3,018) 

$ 61,811 $ 58,793 
$ 1,174,893 $ 1,421,098 
120,123 131,230 
6,532 6,506 
176,836 (145,400) 

33 2,883 

(1,090) (591) 

$ 302,434 $ (5,372) 
9,321 7,417 
46,908 54,387 
246,205 (67,176) 
$ 1,421,098 $ 1,353,922 
$ 1,236,739 $ 1,482,909 
(35) (3,018) 
246,205 (67,176) 

= (8,904) 

$ 1,482,909 $ 1,403,811 


SURPLUS: 
Surplus at Beginning of Year 
Net Income 
Net Realized Capital Gains 
Net Change in Unrealized Appreciation on Investments 
Additions to Paid In Surplus 
Other Changes 
Net Changes Before Dividends 
Dividends Paid 
Preferred 
Common 
Net Changes 
SURPLUS at End of Year 


SHAREHOLDERS’ EQUITY: 

Capital and Surplus at Beginning of Year 
Net Changes in Capital 
Net Changes in Surplus 
Net Purchase of Treasury Stock 


CAPITAL AND SURPLUS at End of Year 


SEE NOTES TO FINANCIAL STATEMENTS 


Year ended December 31 


1972 


1973 


(000 omitted) 


$2,517,682 $2,939,751 
120,123 131,230 
6,532 6,506 
113,935 108,308 
20,790 18,219 
(32,441) (54,701) 
34,726 49,209 
(34,372) (72,679) 
8,751 10,470 
(8,881) (5,176) 
$ 229,163 $ 191,386 
— 14,953 
35,943 (2,865) 
251,401 = 
50,474 19,825 
$ 566,981 $ 223,299 
$ 49,130 $ 21,419 
- 23,857 
34,208 8,662 
— 205,530 
1,046 8,883 
46,908 54,387 
9,321 7,417 
4,299 1,310 
144,912 331,465 
$2,939,751 $2,831,585 
$ 168,822 $ 116,504 
3,132 6,615 
251,401 (205,530) 
(7,772) _ 
$ 415,583 $ (82,411) 
6,486 (25,755) 
$ 422,069 $ (108,166) 


Statements of Changes 
in Financial Position 


BONDS, STOCKS AND CASH BEGINNING OF YEAR 


FUNDS AVAILABLE 
From operations 
Net income 
Realized gain on sale of securities (net of taxes) 
Charges (credits) to income not requiring funds: 


Increase in reserve for losses and loss expenses 


Increase in reserve for unearned premiums 
(Increase) in assets of life companies 
Increase in other reserves and liabilities 
(Increase) in other assets 

Depreciation 

Other sources 


Investments acquired for 376,888 shares of Treasury stock 


(Increase) decrease in credit card receivables 
Increase in unrealized appreciation on securities 


Increase in finance company bank loans and notes payable 


TOTAL FUNDS available 


FUNDS APPLIED 
Increase in finance company receivables 
Purchase of 594,500 shares of Treasury stock 


Decrease in notes payable and bank loans applicable 
to credit card operations 


Decrease in unrealized appreciation on securities 
Purchase of real estate 
Dividends—common 
Dividends—preferred 
Other—net 
TOTAL FUNDS applied 


BONDS, STOCKS AND CASH END OF YEAR 


INCREASE IN SECURITIES AND CASH SUMMARIZED AS FOLLOWS: 


Excess of securities purchased over sales—at cost (1) 
Increase in carrying value of minority affiliates 
Increase (decrease) in unrealized appreciation 
Securities held by subsidiaries sold 
Increase (decrease) in securities 
Increase (decrease) in cash 

NET INCREASE (DECREASE) 


(1) Purchases and sales (maturities) are summarized as follows: 


1973 1972 
Net Net 
Purchases Sales Additions Purchases Sales Additions 
(000 omitted) (000 omitted) 

Bonds $373,186 $358,234 $ 14,952 $196,796 $117,534 $ 79,262 
Preferred Stock 49,570 1 49,569 39,157 169 38,988 
Common Stock 56,343 4,360 51,983 53,652 3,080 50,572 
Total $479,099 $362,595 $116,504 $289,605 $120,783 $168,822 


SEE NOTES TO FINANCIAL STATEMENTS 
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Year ended December 31 


1972 


$ 1,580,512 
120,123 


4,432,316 
4.36 


1972 


$ 1,234,544 $ 1,271,250 


1,255,628 
826,206 
372,052 

57,370 

57,115 
(6,816) 

98,233 


133,775 


65.8% 
29.3% 
95.1% 


$ 2,509,983 
586,904 
929,313 


1969 1970 1971 
(000 omitted) 
$ 1,312,518 $ 1,470,999 $ 1,559,189 
57,273 69,222 96,042 
3,282,587 3,642,859 3,935,839 
2.04 2.51 3.49 
Year ended December 31 
1969 1970 1971 
(000 omitted) 
$ 1,140,554 $ 1,220,058 
tel Slo 1,207,788 1,257,125 
773,422 850,824 830,960 
362,522 376,118 369,124 
(4,207) (19,154) 57,041 
(3,685) (11,965) 39,517 
(6,289) (6,938) (8,000) 
75,165 82,911 88,797 
59,414 58,644 116,644 
68.3% 70.4% 66.1% 
31.8% 30.8% 29.9% 
100.1% 101.2% 96.0% 
$1,755,875 $ 1,868,185 $ 2.140'043 
581,593 593,862 571,282 
685,434 748,654 821,642 


1973 


$ 1,652,014 
131,230 


4,473,628 
4.84 


1973 


$ 1,302,954 
1,294,675 
893,403 
380,440 
20,832 
22,541 
(7,846) 
112,432 


116,850 


69.0% 
29.2% 
98.2% 


$ 2,376,108 
595,182 
1,034,897 


Comparative 
Financial Data 


The Continental Corporation 


Revenues 


Net Income After Taxes (Excluding 
Capital Gains) 


Consolidated Assets 


Net Income Per Share 
(Excluding Capital Gains, Assuming 
Full Conversion of Preferred Stock) 


Property and Casualty Subsidiaries (1) 


Premiums Written 
Premiums Earned 
Losses & Loss Expenses 
Underwriting Expenses 
Statutory Underwriting Profit or (Loss) 
Adjusted Underwriting Profit or (Loss) 
Dividends to Policyholders 
Investment Income (Excluding 
Realized Gains) (2) 
Adjusted Operating Income 
(Before Taxes) (3) 


RATIOS 

Loss and Loss Expense Ratio 
Underwriting Expense Ratio 
Combined Ratio 


AS OF DECEMBER 31 

Bonds and Stocks (Market Values) 
Reserve for Unearned Premiums 
Reserve for Losses and Loss Expenses 


(1) Other than reinsurance companies. 

(2) Includes undistributed income of minority affiliates 
and amortization of bond discounts and premiums. 

(3) On a generally accepted accounting principles basis. 


SEE NOTES TO FINANCIAL STATEMENTS 


Comparative 
Financial Data 


Operating Results 


(Before Taxes) Capital and Surplus 
Year ended December 31 December 31 
1972 1973 1973 1972 
(000 omitted) (000 omitted) 
National Reinsurance Corporation $ 48,444 $ 48,426 
Security Reinsurance Corporation Limited 49,474 43,447 
$ 68,932 $ 74,282 Premiums Written 
61,739 65,826 Premiums Earned 
(542) 305 Statutory Underwriting Profit or (Loss) 
1,936 3,218 Adjusted Underwriting Profit 
4,491 5,213 Investment Income 
6,406 8,405 Adjusted Operating Income 
American Title Insurance Companies 11,725 10,899 
21,748 25,694 Premiums Written 
20,503 24,210 Premiums Earned 
2,147 2,442 Statutory Underwriting Profit 
3,267 3,778 Adjusted Underwriting Profit 
769 874 Investment Income 
3,838 4,440 Adjusted Operating Income 
National Life Assurance Company of Canada 20,988 20,066 
1,977 1,583 Operating Income 
National-Ben Franklin Life Insurance Corporation 14,947 12,338 
1,055 2,279 Operating Income (A & H Adjusted) 
AFCO Credit Corporation 15,383 14,914 
CAFO, Limited 2,275 2,110 
17,370 18,666 Gross Revenue 
5,956 9,333 Cost of Borrowings 
320 234 Provision for Doubtful Accounts 
4,346 2,217 Operating Income 
Capital Financial Services, Inc. 56,973 54,215 
50,895 54,337 Gross Revenue 
13,426 17,820 Cost of Borrowings 
4,962 3,795 Provision for Doubtful Accounts 
9,693 8,715 Income of Finance Companies 
1,550 1,757 Income of Life Company 
11,243 10,472 Operating Income 
Diners’ Club, Inc. 26,056 24,932 
54,601 56,423 Gross Revenue 
3,895 4,490 Cost of Borrowings 
9,232 3,335 Provision for Doubtful Accounts 
(6,205) 2,474 Income (Loss) 
INSCO Systems Corporation 3,757 2,902 
2,001 1,246 Operating Income 
Underwriters Adjusting Company 3,736 3,319 
1,107 1,697 Operating Income 
Other Subsidiaries 
807 650 Operating Income 


SEE NOTES TO FINANCIAL STATEMENTS 


24 


Notes to 
Financial Statements 


1. Principles of Consolidation 


The consolidated financial statements, which in- 
clude the accounts of all subsidiaries, have been 
prepared on the basis of generally accepted ac- 
counting principles, except for life insurance com- 
panies which are included on a statutory basis. Life 
operations are not material in relation to consoli- 
dated operations. Two subsidiaries, National Re- 
insurance Corporation and Security Reinsurance 
Corporation, Limited, have been consolidated 
based on years ending September 30. 


Bonds and stocks, except for investments in mi- 
nority affiliates, are carried at quoted market values. 
Minority affiliates, Franklin Life Insurance Company 
(27.2% owned) and Phoenix Assurance Company, 
Ltd. (25.0% owned), are carried at cost plus equity 
in earnings since acquisition. These investments, 
with a quoted market value at December 31, 1973 of 
$197 million, are carried at $212 million which ex- 
ceeds underlying equity in their statutory net assets 
by $130 million. In accordance with accounting prin- 
ciples in effect at the time of acquisition, this excess 
of carrying value over underlying equity in net assets 
is not being amortized. 


insurance premiums are reflected in income ona 
pro rata basis over the life of the policies. Acquisi- 
tion costs related to unearned premiums are sim- 
ilarly deferred and amortized to income over the life 
of the policies. The method followed in computing 
the deferred acquisition costs limits such deferral 
to the lower of (1) that which remains after deduct- 
ing the expected amount of losses and loss ex- 
penses that will be incurred as the premiums are 
earned, or (2) the expenses applicable to the un- 
earned premiums; the result is then reduced by 2% 
of the unearned premiums to cover run-off expenses. 


The reserve for losses and loss expenses includes 
provisions for the estimated costs of investigating 
and settling all claims incurred prior to December 
31, 1973. 


Provision has been made for deferred income 
taxes relating to unrealized appreciation on invest- 
ments and for deferred income taxes relating to 
items which have been included in earnings re- 
ported to shareholders but which will not affect tax- 
able earnings until later years, principally prepaid 
acquisition costs and provisions for retirement al- 
lowances. 


Foreign assets and liabilities are translated to 
their U.S. dollar equivalent at current rates of ex- 
change. Translation gains or losses, which in the 
aggregate are not significant, have been included in 
operations. 


2. Diners Club 


The carrying value of investments in and loans to 
Diners’ Club, Inc., amounted to $75.0 million and 
$81.5 million at December 31, 1973 and 1972, re- 
spectively. In accordance with accounting princi- 
ples in effect at the date of acquisition, the excess 
of carrying value over net assets acquired is not 
being amortized as Continental believes that the 
$19.7 million excess continues to have a value of at 
least that amount. At December 31, 1973, Continen- 
tal’s investment (at cost) in Diners’ common stock 
was $40 million and $78 million in preferred stock. 
During 1973, Diners reduced its loans from Conti- 
nental from $38 million to $30 million. 


3. Retirement Plan 


Since 1910, the insurance companies have had an 
unfunded, voluntary, non-contributory retirement 
plan that applies to all employees and officers. Dur- 
ing 1972 this plan was converted into a contractual 
plan which is to be funded at the maximum rate al- 
lowable for tax purposes, Provision for pension ex- 
penses including amortization of prior service costs 
over a 40-year period amount to $17.4 million in 
1973 and $21.5 million in 1972. The actuarial liability 
for unfunded retirement cost at December 31, 1973 
is approximately $134.9 million of which $50.3 mil- 
lion has been reserved. 


4. Federal Income Tax 


Continental and its domestic subsidiaries, where 
permitted, file consolidated Federal income tax re- 
turns. The returns for the years 1958 through 1969 
have been examined, and additional taxes were 
proposed. Continental is protesting the proposed 
assessment. Management believes that they have 
adequate defenses against or reserves sufficient to 
provide for such adjustments. 


5. Income Tax Expense 


Income tax expense charged to operating income is 
made up of the following components: 


1973 1972 
(000 omitted) 
Current Tax Expense .............. $25,412 $33,065 
Deferred Tax Expense ............ 5,864 15,499 


$31,276 $48,564 


Total tax expense on operating income for 1973 
amounted to $31,276,000 (an effective rate of 19.2%), 
a total less than the amount of $78,003,000 com- 
puted by applying the U.S. Federal income tax rate 
of 48% to income before tax. The reasons for this 
difference are as follows: 


1973 1972 


% of % of 
Pre-tax Pre-tax 
Amount . Income Amount Income 


(000 omitted) 


Computed 

“expected” tax 

expense ....... $78,003 48.0% $80,970 48.0% 
Increases 

(reductions) in 

taxes resulting 


from: 

Tax exempt 

interest ...... (15,076) (9.3) (13,455) (8.0) 

Dividend 

received 

deduction .... (24,247) (14.9) (215165) 0) Gi2.5) 

Misc. items... (7,404) (4.6) 2,214 1.3 
Total tax : 
expense... $31,276 19.2% $48 564 28.8% 


Deferred tax expense results from timing differ- 
ences in the recognition of revenue and expense for 
tax and financial statement purposes. The sources 
of these differences and the tax effect of each were 
as follows: 


1973 1972 
(000 omitted) 
Provision for catastrophe losses...,.. $ (960) $ (4,800) 
Retirement plan costs .............. (239) 6,106 
Equity in undistributed income of 
MUnOLitVeatlliateSey rm ences oes eo 1,824 1,201 
Change in equity in unearned premiums 2,898 1,831 


Miscellaneous items, no individual item 
amounts to more than 15% of 
deferred income taxes incurred .... 2,341 11,161 


$5,864 $15,499 


6. Per Share Computations 


Per share computations are based on the weighted 
average number of common shares outstanding dur- 
ing the year. Assuming full dilution, per share com- 
putations are based on the assumption that pre- 
ferred stock $4.00 par value, $2.50 cumulative con- 
vertible Series A and Series B were converted to 
their equivalent 1.1 share of common stock at the 
beginning of the year. 


7. Legal Proceedings 

Diners is the defendant in various legal actions, in 
several of which Continental and other of its subsidi- 
aries have been named defendants. Management 
and its counsel are of the belief that these suits will 
be disposed of without material losses to Continen- 
tal. 


8. Catastrophe Reserve 


In years prior to 1972, Continental’s policy was to 
charge catastrophe losses to operations in the year 
the loss was incurred. In 1972, since certain pre- 
mium rates contain a loading factor to cover catas- 
trophe losses which occur on an irregular basis, the 
accounting policy was amended to start accruing 
for these losses annually on a predetermined basis 
in order to more consistently match income with re- 
lated expenses. As catastrophes occur in the future, 
losses in excess of amounts normally anticipated in 
any one year will be charged to the reserve. As a 
result of the change in policy, insurance expenses 
were increased by $2,000,000 in 1972 and 1973 and 
other income was charged with $8,000,000 in 1972, 
which was a non-recurring item to establish an ini- 
tial reserve. Net income after taxes was reduced by 
$5,200,000 or $.22 per share in 1972. No catastrophe 
losses were charged to the reserve in 1972 or 1973. 
The Financial Accounting Standards Board, in co- 
operation with industry representatives, is consider- 
ing the industry practice of establishing catastrophe 
reserves and an accounting principle may be adop- 
ted which differs from the present policy. 


Report of Independent Public Accountants 


PEAT, MARWICK, MITCHELL & CO. 
345 PARK AVENUE 
NEW YORK, NEW YORK 10022 


The Board of Directors 
The Continental Corporation: 


We have examined the consolidated balance sheets of The Con- 
tinental Corporation and subsidiaries as of December 31, 1973 
and 1972, and the related consolidated income statements, 
statements of shareholders’ equity and statements of changes 
in financial position for the years then ended. Our examination 
was made in accordance with generally accepted auditing 
standards, and accordingly included such tests of the account- 
ing records and such other auditing procedures as we con- 
sidered necessary in the circumstances. 


In our opinion, the aforementioned consolidated financial state- 
ments present fairly the financial position of The Continental 
Corporation and subsidiaries at December 31, 1973 and 1972 
and the results of their operations and the changes in their 
financial position for the years then ended in conformity with 
generally accepted accounting principles which, except for the 
change in 1972 (with which we concur) in the method of pro- 
viding for catastrophe losses as described in Note 8 to the 
financial statements, have been applied on a consistent basis. 


(oab Snacunch witslell «6 


February 22, 1974 
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Summary of Investment Portfolio 


CONSOLIDATED BOND AND MATURITY SCHEDULE Par Value 


U.S. 
Government Tax-Exempt 
1974 $ 21,502 $ 11,476 
1975 1,535 14,029 
1976 2,203 12,505 
1977 122 8,485 
1978 _ 9,161 
1974-1978 25,362 55,656 
1979-1983 1,560 35,881 
1984-1993 2,885 129,695 
Post 1993 550 433,116 
Total $ 30,357 $ 654,348 


Other 


$ 95,050 
3,707 

8,645 

4,783 
10,431 


122,616 


21,232 
51,382 
17,363 


$ 212,593 


DIVERSIFICATION OF BONDS AND STOCKS Market Basis 
December 31, 1973 


Bonds 


U.S: Governments.) seco. noon 
Govt. of Canada, Prov. and Local Govt. ... 
Other ‘Foreign: Govtwen Ase eae ene 
U.S Govt. AGENCY cas ecooear etnies einer 
State sie ee ee ee eee eee 
Local Government 222. 3 cee sectors 
Revenue and Special Obligations ....... 
Gorporate: ) 24). 2i iis. cence ca apenskeneepene 

Total Bonds i cacee ce enaeees ceria 


Preferred Stocks 
Total Preferred Stocks ............ 


Common Stocks 

Automobile and Equipment............. 
212U) Gee pr erer ara mee EL ae al 
Bulldings.cs neces bio v ceo een ee eee aes 
Chemical-and: Drug mas. ore eee 
Commun Cations son) gene ere eee 
Electrical Equipments. cise ee 
Electronics: 2isnie races see pepe ees 
FINaNnCes 2 Sacaicoeck serecale ohaed ante tree acer 
FOOG 2210.5, cistetceeser ad laste nan Cua ca enema 
GIaSS esis aie sens eee eee ees 
Machinery caisacecuticeties nme eet eee 
Non-Ferrous Metalcsnrc 15 10 sis stein eeeae 
Office:Equipmentiaencen- oe eee 
OMe ater Man cam RENE MS HERD aie an are ie 4 ase 
PAD er cei sete see Oa hates cyst reenter icereaen ae 
Photography and Optical .............. 
Public: Utility recent eiers ec nena were seranteee 
Rallroade 05. tka atime, ove eaten ee are 


Steere ic ies Ne he eee ce eee 
Seivice) Organizations. 1+ esenees ete 
Total Common Stocks ............. 
BondsjandiStocksSiasscceeaena ae eiente 
Bonds and Stocks—Other Subsidiaries 
Total Bonds and Stocks .3)...02.....4.2. 


$ 28,977 
51,044 
2,077 
99,991 
79,180 
91,763 
350,097 


140,011 


843,140 


177,103 


22,591 
245,534 
10,556 
128,867 
47,374 
23,778 
13,822 
4,583 
19,637 
26,794 
74,625 
81,175 
177,992 
183,349 
42,068 
73,243 
139,987 
3,798 
29,194 
21,564 
273,868 
258 


1,644,657 
2,664,900 


79,350 


$2,744,250 


% Due 
Cumula- 
tively 
14.3 
16.4 
19.0 
20.5 
22.7 
22.7 
29.2 
49.7 
100.0 


December 31, 1972 


(000 omitted) 
% Due 
in 

Total Period 

$ 128,028 14.3 
19,271 2.1 

23,353 2.6 

13,390 1.5 

19,592 2.2 

203,634 i227, 

58,673 6.5 

183,962 20.5 
451,029 50.3 

(000 omitted) 

1.1% $ 41,328 
1.9 54,073 
0.1 1,924 
Sif 98,347 
3.0 85,913 
3.4 89,286 
13.1 332,137 
Bas) 143,504 
31.6 846,512 
6.7 141,964 
0.8 39,935 
9.2 238,360 
0.4 15,078 
4.8 138,139 
1.8 50,623 
0.9 27,307 
0.5 15,776 
0.2 §,533 
0.7 23,743 
1.0 35,082 
2.8 71,337 
3.0 63,654 
6.7 228,929 
6.9 187,482 
1.6 34,148 
2.8 94,658 
5.3 167,639 
0.1 162 
ae 46,000 
0.8 26,041 
10.3 269,024 
_ 481 
61.7 1,779,131 
100.0% 2,767,607 
59,054 
$2,826,661 


1.5% 
2.0 
0.1 
3.5 
3.1 
3.2 
12.0 
5.2 
30.6 


5.1 


64.3 
100.0% 


Consolidated Portfolio of Bonds and Stocks 


BOND SUMMARY 


Market Value 


Par Value Dec. 31, 1973 
(000 omitted) (000 omitted) 
United States Government......... $ 30,357 $ 28,977 
U.S. Government Agency .......... $ 102,949 ¢ 99,991 
State, Local Government, Revenue 
and Special Obligations: 
SEAL Gi te ese ee Sate ce eee sine rei vie < $ 86,679 $ 79,180 
Local) Government)... .0..«.>.- 98,327 91,763 
Revenue and Special Obligations . 371,693 350,097 
Total State, Local Government, 
Revenue and Special 
Obligations sss ore ree $ 556,699 $ 521,040 
Government of Canada, Provincial 
and Local Government: 
Canad amenrey cena ek hie sie $ 30,030 $ 26,015 
PrOvincialeecterne oe aes neces 22,109 19,987 
EocalsGOVernment as mmsrcc: ce cence 5,725 5,042 
Total Government of Canada, 
Provincial and Local 
Govermmentseeerrnter ta oc $ 57,864 $ 51,044 
Other Foreign Governments: 
Dominican Republic ............ $ 391 $ 391 
FranCemyeeer cree nan oot ore aaa 1,303 1,293 
AMI AIC Qtr ee terctay sete ss ios BY 55 
VAD AM mnaoue ssa vita aes 32 31 
NeiherandSmee one cemee aces as 307 307 
Total OtherForeignGovernments $ 2,090 $ 2,077 
Corporate 
UnitedseStatesmseraacnicc ti. esses SOMO ln eel Ol GOS 
Canada aaretetare ete tn. sr ecscthen. 40,188 38,106 
MOtali@onDOfate meres act: $ 6147,339 $ 140,011 
moOtalBondSieee nce eke erences $ 897,298 $ 843,140 
PREFERRED STOCKS 
No.of Market Value 
Shares Dec. 31, 1973 
(000 omitted) 
RAILROAD 
Canadian Pacific Ltd., 7%4%A...... 20,000 $ 210 
Carolina, Clinchfield & Ohio Ry., 
Boa aU alrmadeeaeee Ueenteeeiee. cteve sevae cena: eis 5,000 312 
United New Jersey R.R. & 
CanaliGon, Gua rae cia scissile 2,000 86 
TOE REMMMMORYS| sc og seo oo bao ooaend $ 608 


No.of Market Value 
Shares Dec. 31, 1973 
(000 omitted) 
PUBLIC UTILITY 

Alabama Power Co., 5.96% .......... 2,000 $ 145 
Alabama Power Co., 8.16% .......... 20,000 1,990 
American Tel. & Tel. Co., $3.64....... 220,000 10,600 
American Tel. & Tel. Co., $3.74 ....... 385,000 18,769 
American Tel. & Tel, Co., $4.00 ....... 100,000 Sara 
Anglo-Canadian Tel. Co., $3.15 ....... 3,000 123 
Arkansas Pwr. & Lt. Co., 7.40% ...... 20,000 1,845 
Arkansas Pwr. & Lt. Co., 7.80% ...... 10,000 970 
Arkansas Pwr. & Lt. Co., 7.88% ...... 15,000 1,466 
Baltimore Gas & Elec. Co., 5.40% D.. 14,600 1,015 
Baltimore Gas & Elec. Co., 672% .... 1,000 80 
Baltimore Gas & Elec. Co., 7.75% .... 5,000 472 
Baltimore Gas & Elec. Co., 7.78% .... 10,000 960 
Baltimore Gas & Elec. Co., 7.88% ..... 20,000 1,910 
Bell Tel. Co. of Canada, $2.25 ........ 14,000 425 
Bell Tel. Co. of Canada, $3.20 ........ 1,700 73 
Blackstone Valley Elec. Co., 5.60% ... 2,000 134 
British Columbia Tel. Co., 4.84% ..... 7,000 107 
Canadian Utilities Ltd., $1.25 2nd ..... 13,200 238 
Carolina Pwr. & Lt. Co., $5.44 ........ 4.700 317 
Central Illinois Lt. Co., 4.64% ........ 4,100 236 
Central Maine Pwr. Co., 4.60% ....... 1,500 86 
Cincinnati Gas & Elec. Co.,4%4% .... 13,900 855 
Cincinnati Gas & Elec. Co., 7.44% .... 18,500 1,748 
Cleveland Elec. Illum. Co.,$7.40A.... 20,000 1,885 
Cleveland Elec. IIlum. Co.,$7.56B .... 8,000 752 

Columbus & Southern Ohio 
ElecGory4 65 ont sae uaa lis 3,600 207 
Commonwealth Edison Co., $1.425 ... 51,400 1,054 
Commonwealth Edison Co., $7.24 .... 21,900 1,966 
Connecticut Lt. & Pwr. Co., $2.20..... 4,200 117 
Consumers’ Gas Co.,542%B........ 1,650 116 
Consumers Pwr, Co., $4.52 .......... 1,200 74 
Consumers Pwr. Co., $7.45 .......... 30,000 2,765 
Consumers Pwr. Co., $7.72 .......... 20,000 1,880 
Dallas Pwr. & Lt. Co., $4.24 .......... 4,500 243 
Dallas Pwr. & Lt. Co., $4.80 .......... 3,000 182 
Dallas Pwr. & Lt. Co., $6.84 .......... 10,500 903 
Dallas Pwr & teCo. $7:20\a., 0... ak 15,000 1,358 
Dayton Pwr. & Lt. Co., 7.70% E...... 15,000 1,410 
Delmarva Pwr. & Lt. Co., 4.20% ...... 2,300 119 
Delmarva Pwr. & Lt. Co.,5% ........ 6,100 369 
DetroitiEdison) Gor 5/290 aero 2,500 183 
Detroit Edison) Co. 7.36%. 3... 2. - 10,000 880 
DuUKeIe Win COM Oricon matinee iene 9,200 609 
DukeiPwreCommoOcortlaenneenaterase 7,000 642 
Duquesne Lt. Co., 4.20% ............ 2,800 70 
El Paso Elec. Co., $4.12 ............ 1,000 52 
ER PasovElecs Co. a o4i1 comer nor 1,500 89 
Florida Pwr. Corp., 4.40% ........... 1,000 56 
Florida Pwr. Corp., 4.58% ........... 1,750 102 
Florida Pwr, Corp., 4.60% ........... 500 29 
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PREFERRED STOCKS (Continued) 


PUBLIC UTILITY (Continued) 


Florida Pwr. Corp., 7.40% ........... 
Florida Pwr. & Lt. Co.,442% C....... 
Florida Pwr. & Lt. Co., 7.28% F....... 
Florida Pwr. & Lt. Co., 7.40% G....... 
General Tel. Co. of Calif., 7.48% ..... 
General Tel. Co. of Florida, 8.16% .... 
Georgia Pwr, Co., $7.80 ..:-. 20... 
Gulf: Pwr. (C0., 4.64% Gocio eo yementagies 
Gulf States Util Go.,$4.20 .. 52 .5.2.6 
Gulf. States UtilNCow$4:50m enna 
Gulf States Util. Co., $4.52 ........... 
Gulf States UtilhCosG5:00 nee 
Gulf States Util. Co., $6.08 ........... 
Gulf States UtiliGos $7.56 65>. eee 
Hartford Elec. Lt. Go., 3.90% =2...... : 
Hartford Elec. Lt. Co., 4.96% ........ 
Hartford Elec. Lt. Co., 5.28% ........ 
Houston Ltg) & Pwr Gon $6.72 a 
Houston Lig. & Pwr. Co., $7.52 ....... 
idaho-PwiiCGo7.68%) 1Stis ere creer 
Hlinois;PWisCOn4 0S oman.wsanieetaaerer te 
iilinols! PWie(Cox,4-20 Yom nce eer 
Nlinois'PWreGos Ac269or a ieee 
Hlinols:PWt2 Coy At42 Voi ce reciente 
lilinois Pwrs Cos,6: 24m. ee eee 
Indianapolis Pwr. & Lt. Co.,6% ...... 
Indianapolis Pwr. & Lt. Co., 6%4% .... 
International Tel. & Tel. Corp., $4.501.. 
lowa-lIllinois Gas & Elec. Co., $4.22 ... 
lowa Pwr. & Lt. Co., 4.35% .......... 
Kansas City Pwr. & Lt. Co., 4.50% .... 
Kansas City Pwr. & Lt. Co., 7.72% .... 
Louisiana Pwr. & Lt. Co., 4.44% ...... 
Louisiana Pwr. & Lt. Co., 5.16% ...... 
Louisiana Pwr. & Lt. Co., 5.40% ...... 
Louisiana Pwr. & Lt. Co., 7.84% ...... 
Louisville Gas & Elec. Co., 7.45% .... 
Massachusetts Elec. Co., 7.84% ..... 
Metropolitan Edison Co., 4.45% ...... 
Monongahela Pwr. Co., 4.80% B..... 
Narragansett Elec. Co., 4.64% ....... 
New York State Elec. & Gas Corp., 

BY 2 5 1949 ee Paral tance tow, Ieee 
Northern & Central Gas Corp. Lid., 

$1.50: 1St J iter en ce eee 
Northern Illinois Gas Co., $1.90 ...... 
Northern Illinois Gas Co.,5% ........ 
Northern Indiana Pub. Serv. Co., 442% 
Northern Indiana Pub, Serv. Co., 7.44% 
Northern Indiana Pub. Serv. Co., 7.50% 
Northern Natural Gas Co., 542% ..... 
Northern States Pwr. Co, (Minn.) $4.10 
Northern States Pwr..Co. (Minn.) $4.11 
Northern States Pwr. Co. (Minn.) $4.56 
Northern States Pwr. Co. (Minn.) 
Northern States Pwr. Co, (Minn.) $7.84 


No.of Market Value 
Shares Dec. 31, 1973 
(000 omitted) 

14,000 $ 1,313 
8,200 456, 
25,000 2,234 
9,000 828 
15,000 1,373 
6,000 600 
15,000 1,440 
2,000 ils} 
5,300 280 
3,000 170 
14,900 834 
6,500 413 
10,100 783 
15,000 1,436 
4,400 109 
1,600 50 
6,000 200 
8,200 735 
15,000 1,504 
15,000 1,410 
4,200 107 
7,000 189 
200 5 
16,000 448 
30,000 1,515 
8,900 681 
1,000 83 
2,700 143 
2,000 104 
2,000 101 
7,500 439 
10,000 973 
6,600 363 
1,200 76 
2,500 164 
10,000 956 
40,000 980 
12,000 1,154 
4,000 207 
1,000 58 
6,000 172 
1,000 ro) 
15,000 307 
9,610 221 
900 60 
4,000 239 
23,500 2,209 
10,000 950 
1,000 85 
11,500 575 
7,600 388 
7,500 448 
$6.80 7,500 623 
30,000 2,940 


No.of Market Value 

Shares’ Dec. 31, 1973 

(000 omitted) 

OhiorEdisont Gor 7.249 ounces eer ean 24,000 $ 2,280 

Ohio Edison:GomiGs6lcusnee ener: 18,000 1,674 

Ohio" PWitCox 408%oueecee he rae 6,700 318 

@hlov 2 wit Cole4:4 0S cnr ee ener 7,600 389 

OhIORP Witee GOs 5260 Sore ree eee 7,000 658 

OhiosPwiwGorie6/10%omee ere ee 8,000 696 

CO) MINE MEley Ua acadoneoiasooe 5,000 446 

Oklahoma Gas & Elec. Co., 5.34% ... 14,100 948 

Orange & Rockland Util., Inc., $1.52 A . 10,000 170 
Pacific Gas & Elec. Co., 

A 80SoRedntStyun ote ae eee 1,900 29 
Pacific Gas & Elec. Co.,5% Red. 1stA... 150,000 2,363 
Pacific Gas & Elec. Co., 

B69 Redz lSttitene rere aerse 100,000 2575 
Pacific Gas & Elec. Co., 8.20% Red. 1st 50,000 1,300 
Racificwton Goro $4.36 metre 800 42 
Pacitic LtquGorps $4.40 mere eer 2,000 105 
PacificiitomCorps.o4:00 ms sea ee 3,500 191 
Panhandle East. Pipe Line Co., 4.64% 2,300 152 
Pennsylvania Elec. Co., 4.50% F..... 3,000 157 
Pennsylvania Elec. Co., 4.60% G ..... 8,400 449 
Philadelphia Elec. Co.,3.8% ........ 4,000 186 
Philadelphia Elec. Co., 4.68% ....... 16,000 880 
Philadelphia Elec. Co., 7.85% ....... 5,000 465 
Portland General Elec. Co., 7.88% 5,000 455 
Potomac Elec. Pwr. Co., $2.44 1957 2,000 57 
Pub. Serv. Co. of Colorado, 4.20% 1,000 54 
Pub. Serv. Co. of Colorado, 4.64% 2,700 160 
Pub. Serv. Co. of Colorado, 4.90% 6,400 402 
Pub. Serv. Co. of Colorado, 4.90% 2nd 1,250 78 
Pub. Serv. Co. of Colorado, 7.15% 13,000 1,222 
Pub. Serv. Co. of Indiana, Inc., 4.16% 10,000 132 
Pub. Serv. Co. of Indiana, Inc., 7.15% . 19,000 1,748 
Pub. Serv. Co. of 

New Hampshire, 4.50% .......... 3,000 157 
Pub. Serv. Co. of Oklahoma, $4.24 .... 4,300 232 
Pub. Serv. Elec. & Gas Co., 4.08% .... 2,450 124 
Pub. Serv. Elec. & Gas Co., 4.18% .... 1,500 75 
Pub. Serv. Elec. & Gas Co., 5.05% .... 10,900 665 
Pub. Serv. Elec. & Gas Co., 5.28% .... 4,500 283 
Pub. Serv. Elec. & Gas Co., 7.40% .... 25,000 2,125 
Pub. Serv. Elec. & Gas Co., 7.52% .... 12,000 1,044 
Pub. Serv. Elec. & Gas Co., 7.70% .... 5,000 460 
Pub. Serv. Elec. & Gas Co., 7.80% .... 7,500 638 
Rochester Gas & Elec. Corp., 4.10% H 2,600 130 
Rochester Gas & Elec. Corp.,4%4% 1! . 100 6 
Southern California Edison Co., 5.20% 87,300 1,299 
Southern California Edison Co., 5.80% 112,000 2,100 
Southern California Edison Co., 7.58% 5,000 480 
Southern New England 

Tele GOseSS 82) A worn emt eeeeria a 30,000 1,470 
Southwestern Elec. Pwr. Co., 4.28% .. 2,300 122 
Southwestern Pub. Serv. Co., 3.90% .. 900 43 
Tampaclecs Gow 4:32 cor Ae eee 2,000 110 
jlampaiElecs Con4/58oo (Die ceecree 5,000 291 
Texas Elec. Serv. Co., $4.00 ......... 10,900 556 


PREFERRED STOCKS (Continued) 


No.of Market Value 
Shares Dec. 31, 1973 
(000 omitted) 
PUBLIC UTILITY (Continued) 
Texas Elec. Serv. Co., $4.64 ......... 5,400 $ 320 
Texas Elec. Serv. Co., $5.08......... 15,400 999 
Texas Elec. Serv. Co., $7:44......... 45,000 1,414 
Texas Pwr. & Lt. Co., $4.00 .......... 2,000 102 
Texas Pwr & Lt Co., $4:76....:..... 2,400 145 
Texas Pwr. & Lt. Co., $4.84 .......... 3,500 216 
Texas Pwr. & Lt. Co., $7.24 .......... 15,000 1,374 
MEXAS PWilaicnetEC Onno (2 G0nn ie aie eines 13,400 A 320 
toledo Edison Coi4.25% 2. 552.54. 1,400 74 
TransCanada PipeLines Ltd., 

SOB Or AMON aren meas a aehcnniens ah tc 1,500 60 
TransCanada PipeLines Lid., $2.75 A . 549 31 
WinlOnmelecs COmo4, 00 seen ee sec 1,000 46 
Union. Gas Eide 52 Sou A ese. as 2,500 95 
Virginia Elec. & Pwr. Co., $4.04 ...... 2,000 98 
Virginia Elec. & Pwr. Co., $7.45 ...... 15,000 1,380 
Virginia Elec. & Pwr. Co., $7.72 ...... 10,000 940 
Virginia Elec. & Pwr. Co., $8.84 ...... 15,000 1,594 
Washington Gas Lt. Co., $4.36 ....... Te TO) 710 
Washington Gas Lt. Co., $5.00 ....... 3,000 sWAs) 
Wisconsin Elec. Pwr. Co., 7.75% ..... 10,000 950 
Wisconsin Elec. Pwr. Co., 8.90% ..... 10,000 1,065 

Tromllwlotic WMG bc oc co eas aoe ee $ 149,042 
INDUSTRIAL AND MISCELLANEOUS 
Allied Stores Corp., 4% ............ 1 OOMenS 67 
Aluminum Co. of America, 3.75% .... 25,750 1,275 
Amerada Hess Corp., $3.50 ......... 227,479 19,904 
American Metal Climax, Inc., $5.25 A. . 1,040 129 
Armco Steel Corp., $2.10 ........... 67,400 1,912 
Black, Sivalls & Bryson, Inc., 7.50% .. 45 4 
Canadian General Elec. Co. Ltd., $1.25 4,000 104 
Canadian Pacific Invest. Ltd., 444% A 7,500 248 
Canadian Tire Corp. Ltd. A......... 5,000 241 
Gelanese? Lid! $1.00. 3.2 won ee ot 500 6 
Champion International Corp., $1.20 .. 40,000 705 
Champion International Corp., $5.50 .. | 250 lz 
Crown Zellerbach Corp., $4.20 ....... 2,800 179 
Dominion-Scottish Investments Ltd., 5% 2,000 58 
du Pont (E.|.) de Nemours & Co., $3.50 3,400 176 
du Pont (E.I.) de Nemours & Co., $4.50 2,400 154 
General American Invs. Co., Inc., $4.50 1,500 sala 
General Motors Corp., $3.75.......... 1,400 72 
Granti(Weallen@ OmeGo4i\ Comet tenis siacr  - 1,700 78 
HomeyOneComlideAG sarcissacine ce ss 7189 39 
Iaills evetel? (OL) SYNC) oo tile o apeonshe oe 1,300 79 
Libbey-Owens-Ford Co., $4.75 A .... 7,500 474 
Molson Industries Ltd. A ........... 5,000 113 
National Drug & Chemical Co. 

OfeGanad auletdaasO\G0 serene 500 4 
Ridge Center Hotels, Inc. B......... 750 hs) 
Seco-Cemp Ltd., 74% A........... 10,000 97 
SUNOMEGCOM Oe 2 OMe LAT. ria ails cere 10,000 506 
WA ene rnSOv4OlAte yt aes cieiece o aioeey 10,000 228 


No. of 
Shares 


Market Value 
Dec. 31, 1973 


INDUSTRIAL AND MISCELLANEOUS (Continued) 


(000 omitted) 


Uniroyal incr omemrtane nats eee 4,600 $ 398 
Total Industrial and Miscellaneous. . Sie 2.4 503 
Total Preferred Stocks ........... S| eas 

COMMON STOCKS 

AUTOMOBILE AND EQUIPMENT 

Chrysler Corp ieiaresntes ptr wee Pia 83 339 

RordsMotor Comerere: centr 35,766 1,449 

GeneralaMotorsnCoro ean ee 446,494 20,803 
Total Automobile and Equipment .. $ 22,591 

BANK 

BancOhiocC orpraene cee eee eens 21,318 $ 448 

BankAmerica Corp. ................ 124,920 5,824 

Bankyof-Montrealiescae ae nee 25,187 488 

Bank‘of New York Com inca. a2. ehsn 19,762 603 

BankcofsNovayScotiawesse nasser 38,375 1,401 

Bankers Trust New York Corp. ....... 106,906 4,966 

Bishop Investment Corp. ........... 36,145 723 

Canada Permanent Mtge. Corp. ...... 1,575 29 

Canadian Imperial Bank of Commerce. 55,000 1,540 

Chase Manhattan Corp. ............. 300,930 17,015 

Chemical New York Corp. .......... 103,050 4,277 

Citizens & Southern Corp. .......... 5,856 148 

Citizens & Southern Natl. Bank, Ga. .. 280,136 5,463 

Continental Illinois Corp. ........... 139,067 7,214 

Grown Trust: O12 ne erent pee 7,500 187 

Fidelity Union Bancorporation ....... 134,506 4,506 

First Bane Group of Ohio; Inc). 2s... 42,935 1,352 

First Bankshares Corp. of S.C. ...... 2,812 89 

First Bank System, Inc............... 20,600 1,190 

RirstiGhiGagonCoro ses eee 183,894 12,941 

First Hawatiam Bank © eee nes cee 62,000 1,410 

First Internatl. Bancshares, Inc. ...... 39,280 2,268 

FirstiJersey Natiy GOnp seman eta ean 95,303 1,668 

First Natl. Bank of Glens Falls ....... 4,950 411 

First: NatheBostonuGo np nese ieaenre 54,000 2,207 

ElrstNatle Gitye@ Oi mesmerr rae pene aia oe 1,661,812 76,034 

First Natl. Holding Corp., Atlanta ..... 16,744 410 

First Natl. State Bancorporation ..... 130,994 3,177 

Glens Falls Natl. Bank & Trust Co. ... 7,400 392 

Hawaii Bancorporation, Inc. ......... 79,984 1,070 

Huron & Erie Mtge. Corp. ........... 11,250 357 

Manufacturers Hanover Corp. ........ 862,406 31,523 

Mellon National Corp. .............. 3,442 151 

MidlanticuBankS-ni i Gareieenenet anaes 105,708 2,960 

Morgany(d2h.) Gu COs Gear eine mera 416,408 28,731 

NatlonaliGity (Col pnemencna en eerarnrer: 34,540 872 

National Detroit Conon ea errr 12,500 480 

NONBiGorp stan dato sacs titan aatnenee 8,000 316 

Pan American Bancshares, Inc. ...... 20,000 245 

PittsbunghpNatl Gor pyecmeren nner 10,000 324 

Royal Bank of Canada .............. 60,000 2,197 

Seattle-First Natl. Bank ............. 36,953 2,273 


29 


30 


COMMON STOCKS (Continued) 


No.of Market Value 
Shares Dec. 31, 1973 
(000 omitted) 
BANK (Continued) 
Securlty Pacific: Corps see ee 159,151 $ 3,541 
South Carolina Natl. Corp, .......... 7,920 226 
Southeast Banking Corp. ............ 83,802 2,556 
Toronto-Dominion Bank............. 74,250 2,766 
Trust Cowof Georgiase-sas- eee 8,000 328 
United States Bancorp ............... 20,000 475 
United States Trust Co. of N.Y. ...... 30,000 1,155 
United Virginia Bankshares, Inc. ...... 10,000 266 
Valley Natl. Bank of Arizona ......... 78,799 1,615 
Wachovia: Corps cessaren eee ee 28,500 898 
Wells Fargo:& Cont ers eee rao 26,566 604 
Western Bancorporation ............ 48,250 1,224 
TotalBank: 3 ee eee ie $ 245,534 
BUILDING 
Armstrong! CorkiGor. wastes sete ee 116,600 $ 2,803 
Johns-Manville Gorps cine eta eee ieee 130,000 ~ 2,145 
NESiIndustricSatnCisc sami coeeereeioe 71,900 800 
Sherwin-Williams Co. ............... 61,000 2,028 
United States Gypsum Co. .......... 160,000 2,780 
Total Bulldingi. sae eee $ 10,556 
CHEMICAL AND DRUG 
American Cyanamid Co. ....*....... 50,000 $ 969 
American Home Products Corp. ...... 270,000 10,941 
American Hospital Supply Corp. ..... 66,600 2,606 
Bards(G:Ri) Inemeraetne ee eine 3,000 63 
Bristol-Myers: Cosa manera eee ee 10,000 462 
Carter-Wallace; Inc) sss se eae -50,000 388 
Chesebrough-Pond’s, Inc. ........... 50,000 3,322 
Dow: Chemical Cotes sance ere 243,894 14,080 
du Pont (E.!.) de Nemours & Co, ..... 105,600 16,962 
Du: Pontiof'Ganadavitdeem sae Pe Meee 3,000 78 
Freeport Minerals Comers). eee 90,000 2,284 
Hercules, Ines ssi ee eo 216,000 fao20 
Johnsons& VOnNSOn mae eee 141,000 15,967 
Lilly. (Eli waa Osean eee 14,000 1,120 
Eubrtizol Corp...) eacetee cee ee eats 38,000 1,415 
Merck: &Coiinco:eee eee ee 295,800 23,902 
Monsanto: Goan cicvepee ee eee 82,693 4,507 
PFIZErSINC Meee eer PS eee 110,000 4,730 
sterling Dirugi iGo ene meena e rane 151,250 4,305 
Union Carbide Canada Ltd. .......... 5,000 82 
Union Carbide: Coron sania eee ieee 324,000 11,056 
Upjohn ‘Conecens Acer ee eee 20,000 1,435 
Warner-EambertiCoisace en ere eee 18,000 673 
Total (Chemical-and Drug sa..a- $ 128,867 
COMMUNICATIONS 
AmericanilelzsolelnConneeceeeeee 878,110 $ 44,015 
BellelelitGo; of Canadas a eerie 5,000 201 
British'Columbiamela Contes seeraenae 4,000 192 
Communications Satellite Corp. ...... 8,000 308 
General Tel. & Electronics Corp. ...... 48,846 1,221 
International Tel. & Tel. Corp. ........ 30,780 812 


No. of Market Value 
Shares Dec. 31, 1973 
(000 omitted) 
COMMUNICATIONS (Continued) 
Microsystems Intl. Ltd. ............. OOo 10 
Paciticonlelséeatel Con intnn <a. nee 40,000 615 
Total Communications ............ OS - uaa 
ELECTRICAL EQUIPMENT 
GeneravelectthiciGore- ae 301,200 $ 18,976 
Westinghouse Elec. Corp. ........... 149,100 4,238 
WhirlpooliCorpi= pe wate eee 17,500 564 
Total Electrical Equipment ........ $ 23,778 
ELECTRONICS 
Hewlett-Packard Co. ............... 31,000 $ 2,507 
Honeywell lnCirrecn-rmnaicieres enact 40,000 2,805 
Perkin-Elmer Gorpieasc- nee aentie trees 36,000 1,193 
Texas Instruments, Inc. ............. 68,148 7,317 
MotalElectronicS sc. ae eee $ 13,822 
FINANCE 
Cais FinanclaliCorpsteans coe eee 110,000 $ 4,441 
PAC ENG hoe aia Sees ope agee iCal ane 8,000 142 
TOtaleEFinanCesaresneet ote roe $ 4,583 
FOOD 
Alexander & Baldwin, Inc. ........... 112,500 $ 1,294 
AMmfaculnC certnccees ce che case ee 178,500 2,298 
Beatrice: FoodsiCoseinancanicc cm ict 23,000 566 
Bordenelnciemars cctcmcnie encase as 115,000 2,415 
Brewer(G)&i Cos tdi are cee cee 2,377 23 
Castle: &Cookerinesvee om. eee ee 27,285 460 
Coca-ColasCorr.sactisecin ceroe eo ee 37,380 4,916 
CPC International, Inc. .............. 125,000 3,359 
GeneraliFoods Corpse eee 49,800 1,183 
Kraftco> Corprtoc.iinncc wists cies canon 46,000 1,748 
PepsiConiner trier.ca cicc soy ctanerevanenatame 18,000 1,375 
Total/-OOd sea. et ea eer ene $ 19,637 
GLASS 
Corning Glass Works ............... 195,250 $ 15,185 
Libbey-Owens-Ford Co. ............. 10,000 248 
Owens-Corning Fiberglas Corp. ...... 90,000 4,005 
OWES ANG oc owas osc odso ae 155,000 4,967 
PRG industries InCwaemonscirk ener 103,866 2,389 
TOtaleGlaSSiger ete neato ean $ 26,794 
MACHINERY 
BabcocksccWilGox) Comme nmi seamen ener: 267,500 $ 10,031 
Black & Decker Mfg. Co. ............ 185,920 18,760 
Gaterpillanmracton Gone. ere 417,600 28,069 
Deere Con wen Meets a cdaeee 5 tiller cesee 18,000 1,001 
Ingersoll-Rand) Gow eo essence teens 133,500 13,116 
International Harvester Co. .......... 141,659 3,648 
Total Machinery seamen eee OCR: 


COMMON STOCKS (Continued) 


No.of Market Value 
Shares Dec. 31, 1973 

NON-FERROUS METAL Coco omitted) 
Alcam Aluminium Ltd... 22... 2- 6.0. 209,800 $ 8,366 
Aluminum Co, of America........... 78,000 5,674 
American Metal Climax, Inc. ......... 37,500 1,922 
American Smelting & Refining Co. .... 221,330 5,506 
COmiInCOMEI 3 aes ee ea 5,500 190 
Falconbridge Nickel Mines Ltd. ...... 500 31 
International Nickel Co. of Canada Ltd. 231,000 8,143 
Kennecott Copper Corp. ............ 67,200 2,974 
McIntyre Porcupine Mines Ltd. ....... 22,800 1,231 
Mesabisitust ste tee ote secre 50,000 481 
Newmont Mining Corp. .............. 613,500 19,616 
Noranda Mines Ltd. A............... 108,600 5,444 
PhelossDodge; Corpae.. e ee cence 210,134 9,876 
Rio Algom Mines Ltd................ 6,000 205 
St. Joe Minerals Corp. .............. 321,000 11,516 

Total Non-Ferrous Metal .......... S$). 81,175 
OFFICE EQUIPMENT 
BUIOUGHSI COND sey ne eer ee 800 $ Ley, 
Digital Equipment Corp. ............ 19,800 2,017 
International Business Machines Corp. 633,802 156,548 
MoorerGorpmlstd see an oe es 12,000 631 
RELOXKIG OD seam ean ernie tortie ore Neary cur 150,100 18,629 

Total Office Equipment ........... $ 177,992 
OIL 
Atlanticualehpleld) COs =e ae 10,000 ¢$ 1,087 
Canadian Industrial Gas & Oil Ltd. .... 6,000 54 
Cities Service Com 258) whine. 96,855 5,872 
ContinentaleOileCOmm rae shies 140,000 7,648 
EXXON: COlDieia cis serpin s Seren Ge 530,091 49,880 
GulkOiCanada Lids wise a oat. 5,000 159 
GulisOiRCOTrpe ese ena eames rae 904,234 21,396 
Hudson’s Bay Oil & Gas Co. Ltd. ...... 7,600 327 
HUSK Ys OileLtdise sacs eye dre essa 7,500 165 
lmpetialkOlpetd tee ees ee ers 160,200 6,449 
Interprovincial Pipe Line Co. ......... 10,000 205 
Louisiana Land & Exploration Co. .... 56,000 2,870 
Mobile @il Coron. eee ee ee, a 10,000 630 
Shell CanadaLtd.A........... oy ets 190,704 3,457 
ShelleOul Cone cacateery oct lle ess 213,120 14,254 
Siebens Oil & Gas Ltd. .........0.4.. 5,250 85 
Standard; @il ofiGalifsa 2 ses 6 as 700,354 24,512 
Standard Oil Co, (Indiana) ........... 103,000 10,686 
mexaco:Ganadaltd) . 0s 8 05 ene. 20. 5,000 216 
GxACO INCuse Mes Gare ui ius. 1,135,518 33,397 

HOLA Ollieriereec teen ete re ee tates ecerede $ 183,349 
PAPER 
Champion International Corp. ........ 711 1;800) 3 1,831 
Crown Zellerbach Corp. ............. 47,950 1,750 
Diamond International Corp. ......... 24,000 675 
Georgia-Pacific Corp. .............. 76,262 2,927 
Great Northern Nekoosa Corp. ...... 45,000 1,946 


No.of Market Value 
Shares Dec. 31, 1973 
(000 omitted) 
PAPER (Continued) 
International Paper Co. ............. 168,813 $ 8,778 
Kimberly-Clark Corp. ............... 74,200 2,393 
Louisiana-Pacific Corp. ............. 20,570 869 
SCOtts Paper Coma est sheer 87,817 q202 
Union Camp: Corpse ae 185,000 10,961 
Weyerhaeuser COl. 02 ne etna. 222,000 8,686 
otal Paper casas a ee ete $ 42,068 
PHOTOGRAPHY AND OPTICAL 
EastmaniWodakiGo. esac tre 629,624 $ 73,243 
Total Photography and Optical ..... 73,243 
PUBLIC UTILITY 
Alberta Gas Trunk Line Co. Ltd.A.... 28,000 $ 294 
Allegheny Pwr. System, Inc. ......... 91,720 1,834 
American Elec “PW Cox Ines... 275,805 6,895 
American Natural Gas Co. .......... 32,143 1,109 
Arizona Public Service Co. .......... 15,000 2/2 
Baltimore Gas & Elec. Co............ 222,898 S015 
Boston Edison Coie eee ee 1,429 of 
BrooklymiUnionmGasi Cones a-ers . 75,000 1,388 
Caloarys RW clita ern a eee ee 7,500 = a\7A3} 
Canadianzutilities: td sy eee 20,000 185 
Carolinauewit cult COne eee eee 25,210 533 
Gentralaiilinots Et Gower: 130,660 2,483 
Central Illinois Pub, Serv. Co. ........ 41,300 594 
Central & South West Corp. ......... 210,056 3,518 
Cincinnatl- Gas c& Elec’ Com... 205,408 4,570 
Cleveland Elec. Illuminating Co. ...... 166,732 5,231 
Columbus & Southern Ohio Elec. Co. .. 12,000 289 
Commonwealth Edison Co........... 208,792 6,081 
Consolidated Natural Gas Co. ....... - 167,916 4,072 
Consumers’ Gas Co. ...... ee A ee 10,000 156 
GonsSumenssP WiC On sae eee oe 144,712 3,292 
Dayton Pwit Cubs COs ae ee enue 173,000 3,287 
DetrolfedlSonl GO ee see eae 200,400 3,282 
Equitable'Gas Cos yee tee outa 20,000 555 
FloridazP Wit Colney acter seer cet 30,372 835 
FloridavPwr & Lt, Con ae elect nt 58,500 1,441 
Gulf States Util Cover ere ee 160,000 2,300 
Hawalian Elec. Cosrlincs veces ene ce 17,100 368 
Houston toh co PW. CO am srrermien oe 85,000 2,439 
Idahio-Pwire COM dane sete oe tecmtosaans 182,300 552 
lihinots-PWie COs te5saiess cece mein ictee 154,500 3,863 
lowa-Iilinois Gas & Elec. Go, >...5.... 10,000 165 
lowa Pwikwe Lis Goines ine enter rich: 78,750 den2e3 
Kansas City PWin colt © Oates terres 102,278 2,531 
KanSas Gas @EleCn@ Om emis eine 15,000 266 
EoulsvillesGas é- Bl@Gs GOgn een nas 124,300 2,952 
Middle=SouthaWtilealtiars user ser 99,400 1-783 
Montaliay RW tC Ont mere eren cnc scsecnaens 70,000 2,284 
New York State Elec. & Gas Corp. .... 149,560 3,889 
Northeast Utila (Massy) mary sts etcetera 75,000 853 
Northern & Central Gas Corp. Ltd..... 3,200 35 
Northern Illinois Gas Co. ............ 32,300 703 
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COMMON STOCKS (Continued) 


No.of Market Value 
Shares’ Dec. 31, 1973 
(000 omitted) 
PUBLIC UTILITY (Continued) 
Northern Natural Gas Co. ........... 84,635 $ 4,105 
Northern States Pwr. Co. (Minn.) ..... 120,324 3,038 
Ohio: Edison Gon wastes cies cnntc tte are 284,000 5,751 
Oklahoma Gas & Elec. Co. .......... 112,701 2,586 
Pacific’Gas & ElecsGoo asain 143,949 3,364 
Philadelphia Elec. Co. .............. 131,308 2,364 
Pub. Serv. Co. of Indiana, Inc. ........ 114,700 4,144 
Pub. Serv. Elec. & Gas Co, .......... 357,774 6,574 
San Diego Gas & Elec. Co. .......... 2,000 29 
Southern California Edison Co, ...... 46,560 861 
Southe mi Gon. er inane 118,400 1,894 
Tampa. Elec’ Corn nate, ce i reas 14,000 299 
Texas UtIRGoe ei ae ie eee 64,000 1055 
TransCanada PipeLines Ltd.......... 11,000 337 
Union: Elec! Gos ene nes eee 33,775 473 
Utah: Pwr cbt Coste cei euuerceme 76,060 2,662 
Virginia ‘Elec: GhPwreCore anette 261,099 3,786 
Wisconsin Elec. Pwr. Co. ............ 248,764 6,157 
Wisconsin Pub, Serv. Corp. .......... 81,000 1,276 
Total: Public:Utility 442 we eee eee $ 139,987 
RAILROAD 
CanadiamiRacificiiidvcs see ees 10,000 §$ 163 
Pitts., Ft. Wayne & Chic. Ry. Go., 7% . 28 2 
Seaboard Coast Line Industries, Inc. . 21,000 669 
Southern Railway Co. .............. 31,000 1,486 
Union: PaciticaCorpi.. acess aces 16,000 1,478 
Total Railroadsmsencty sac ree $ 3,798 
RETAIL AND APPAREL 
Associated Dry Goods Corp. ........ 72,000 $ 1,899 
Dominion: Stores Lidaisies a ae es 10,000 125 
Federated Department Stores, Inc. .... 123,000 3,761 
Grant.:(WeTe) Cons nantes nett ales 180,000 1,958 
Howard’ Johnson: Go,eee se eae 96,000 1,116 
Jonathani Logan, Iicescnmiecr cine 27,000 419 
MarshallsElold) &&Conme-nuacits aeecieee 70,000 1,225 
Penney GC). Com incertae 222,000 16,035 
Sears; Roebuck 80 Gorr aes cee 29,000 2,556 
Simpsons Lidice cueees ean a eee 12,000 100 
Total ‘Retail and Apparel .......... $ 29,194 
STEEL 
Algoma Steel Corp. Ltd.............. 4,000 $ 81 
Armco: steel) Coromee i reeemenae 25,000 534 
Dominion Foundries & Steel Ltd. ..... 8,000 235 
Hanna: Mining| Cone, peecniane cn sor 99,326 5,132 
Inland Steel: Cosge arse crn senom tees erties 207,500 5,966 
National Steel (Corp wanes nee 290,000 8,773 
Republic:Steeli Corpiee sere ee 20,100 482 
Steel Co. of Canada Ltd. .........:.. 12,000 351 
United States Steel Corp. ........... 276 10 
TLotalStéel ere ae ae $ 21,564 


No.of Market Value 
Shares. Dec. 31, 1973 
(000 omitted) 
MISCELLANEOUS 
ACE Industries: INC scmerte eee 2,500 $ 145 
Anheuser-Busch, Inc.a.....22....s0. 45,200 1,486 
AVON RIOdUCIS WING rie eee 75,000 5325 
Charleston Industrial Association ..... 50 5 
GhubbiCorp accra mceiace ieee 364 18 
Collins & Aikman Corp. ............. 105,000 787 
DiitinghampGorpaee sneer teers 135,000 692 
Disney (Walt) Productions ........... 7,000 554 
Distillers Corp.-Seagrams Ltd. ....... 10,000 424 
Dow: Jones: &1Cor InChenr meres ies 21,650 428 
Dun & Bradstreet Cos., Inc. ......... 84,000 2,709 
Franklin Life Insurance Co.* ......... 5,711,624 164,249 
General American Trans. Corp. ...... 135,000 8,100 
General Signal Corp. .......:........ 70,000 3,465 
Goodyear Tire & Rubber Co. ........ 40,550 618 
Harris-Intertype Corp. .............. 45,000 1,238 
Hawail:Gorp errr ico reteee eunoriae ees 53,729 242 
INA Corp. orca eee 1,800 63 
International Flavors & Fragrances, Inc. 34,847. 2,783 
La Préservatrice, A.IL.R.D. ........... 47,500 4,523 
L’Union Nationale, Beirut ........... 1,200 197 
Minnesota Mining & Mfg. Co. ........ 95,200 7,587 
New Jersey Realty Co............... 750 5 
ane WiKi Ie: Sasodecsocotoesous 22,000 2,524 
Phoenix Assurance Co. Ltd.* ........ 10,230,000 47,871 
Phoenix Continental, S.A. ........... 58,500 1,329- 
Phoenix of Jamaica Assurance Co. Ltd. 60,000 Aas 
PittSton!: Covten acts cone aeerthiakensne peers 147,288 3,572 
ProctenécGamble:Gomvse eres 87,600 8,164 
ReVIOn Ine Aivessieeek = ots 21,000 1,234 
Reynolds (R.J.) Industries, Inc. ....... 47,500 1,936 
Societe: GiliS: EAtsoarmieias Greta 30 3 
TPEXtrOns ING Sisetaescee- eee ee chore ooo 7,920 154 
TERWe In Ciao ties cee er eet, eececete de re 25,000 713 
Tokio Marine & Fire Ins. Co. Ltd. ADRs 2,500 196 
Velcro Industries Lidiya... os 44. cie 3,500 17. 
Walker (Hiram)-Gooderham & Worts 
I (a Raid mae eg eae en cow ted NP act it 7,500 399 
Total Miscellaneous .............. $ 273,868 
SERVICE ORGANIZATIONS 
Underwriters Adjustment Bureau Ltd. . 400 $ 40 
Underwriters Salvage Co. of Chicago .. 184 18 
Underwriters Salvage Co. of New York . 230 35 
United States Salvage Association, Inc. 498 165 
Total Service Organizations ....... $ 258 
Total Common Stocks ................ $ 1,644,657 
Bonds ::& ‘Stocks:2k 3.65 4s came see eins $ 2,664,900 
Bonds & Stocks-Other Subsidiaries ..... $ 79,350 
Total Bonds and Stocks ............... $ 2,744,250 


*Equity Value (See Notes to Financial Statements) 


THE CONTINENTAL CORPORATION 


and affiliated companies 


AFCO Credit Corporation and subsidiaries 
American Title Insurance Company and subsidiaries 
Appleton & Cox, Inc. 
*Associated Aviation Underwriters 
Boston Old Colony Insurance Company 
The Buckeye Union Insurance Company 
CAFO Limited (CANADA) 
Capital Financial Services, Inc. and subsidiaries 
Commercial Insurance Company of Newark, N.J. 
The Continental Insurance Company 
The Diners’ Club, Inc. and subsidiaries 
The Dominion Insurance Corporation (CANADA) 
Equitable Fire Insurance Company 
*El Fénix Latino, S.A. (SPAIN) 
The Fidelity and Casualty Company of New York 
Firemen’s Insurance Company of Newark, New Jersey 
*Franklin Life Insurance Company and subsidiaries 
The Glens Falls Insurance Company 
Global Marine Services, Ltd. (CANADA) 
Hull and Cargo SURVEYORS, Inc. 
The INSCO Systems Corporation 
*Internationale Reassurantie Maatschappij N.V. (THE NETHERLANDS) 
Kansas City Fire and Marine Insurance Company 
The London Security Reinsurance Company, Ltd. (ENGLAND) 
Marine Office-Appleton & Cox Corporation and subsidiaries 
National-Ben Franklin Insurance Company of Illinois 
National-Ben Franklin Life Insurance Corporation 
**The National Life Assurance Company of Canada 
The National Reinsurance Corporation 
Niagara Fire Insurance Company 
Pacific Insurance Company 
*Panama Insurance Company, Inc. (PANAMA) 
*Pan-Malayan Insurance Corporation (PHILIPPINES) 
*Phoenix Assurance Company, Ltd. and subsidiaries (ENGLAND) 
*Phoenix Continental, S.A. (BELGIUM) 
*Phoenix of Jamaica Assurance Company, Ltd. (JAMAICA) 
Preferred Risk Insurance Company (PUERTO RICO) 
*La Préservatrice, A.I.R.D. (FRANCE) 
Puerto Rican-American Insurance Company (PUERTO RICO) 
Quality Adjustment Service, Inc. 
Royal General Insurance Company of Canada 
Seaboard Fire & Marine Insurance Company 
The Security Reinsurance Corporation, Ltd. (BERMUDA) 
*Seguros Universales, S.A. (GUATEMALA) 
*Sud Atlantica, Compania de Seguros, S.A. (ARGENTINA) 
Underwriters Adjusting Company 
*L’Union Nationale Compagnie D’Assurances de Beyrouth (LEBANON) ’ 
United States P&l Agency, Inc. 
*La Venezolana de Seguros C.A. (VENEZUELA) 
*Verzekering Maatschappij Minerva N.V. (THE NETHERLANDS) 


*Less than 50% owned by the Corporation 


** Also admitted in the United States 


Printed in U.S.A. 


